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THE PROBLEM OF MODERATING THE 
PRESENT BOOM 


BY PER JACOBSSON 


It is generally maintained that, thanks to the 
varied experience gained in the inter-war period 
and the progress made in the science of economics, 
partly as a result of impulses derived from 
Keynes, we now know much better than in the 
past how to deal with the problems of booms and 
depressions and that, moreover, the authorities 
these days regard it as their duty to pursue a much 
more active counter-cyclical policy than they ever 
did in the past. In so far as this is correct, the 
general public ought to be able to feel relatively 
sure that no dangerous excess will be allowed in 
the direction either of a boom or a depression. 

There is certainly some truth in these assertions. 
There has undoubtedly been a considerable change 
in the general attitude towards the whole problem 
of business fluctuations. In the early 1930s, when 
the great depression began, there was still much 
resistance even to the idea of a “managed curren- 
cy’, including the carrying-out of open-market 
operations by central banks, and the question of 
government intervention as an even more contro- 
versial subject. It cannot be said, unfortunately, 
that the measures taken at the time to overcome 
the great depression were as a whole particularly 
effective; the most spectacular success in elimi- 
nating unemployment was achieved in Germany 
— but by methods of government spending on 
public works and armaments akin to those of a 
wartime economy, so that what happened there 
can teach us little or nothing about how to over- 
come a peacetime decline in business activity. 
Sweden, too, was successful, but contrary to what 
seems to have been believed, for quite a time, 
especially in circles outside Sweden what it 
achieved was not the result of a policy of public 
works. Although economic developments between 
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the early 1930s and the outbreak of the second 
world war were complex and in many ways of a 
peculiar character, they do constitute a consider- 
able body of practical experience. Now the im- 
plications of this experience are being gradually 
studied, and the proper conclusions drawn. 

Since the war there has existed a completely 
new situation, in which — except in just a few 
countries — the problems troubling the authorities 
have been not those of depression and unemploy- 
ment but, on the contrary, those resulting from 
continuous inflation and a rather too intense boom. 
This being so, one of the difficulties has been the 
persistence of certain “taboos” that came into 
being during the depression itself, especially with 
regard to monetary policy. Keynes in his “General 
Theory” (page 339) expressed the hope that “the 
technique of the bank rate will never be used 
again to protect the foreign balance in conditions 
in which it is likely to cause unemployment at 
home”. His followers did not seem to grasp for a 
long time that in the conditions prevailing after 
the second world war a raising of the bank rate 
would not lead to unemployment but rather to a 
growth in savings, as monetary confidence im- 
proved, and thus also before long to increased in- 
vestment; in still insisting on the continuance of 
cheap money in the changed conditions of the 
world they were not being such good Keynesians 
as they thought. Some countries, however, began 
to apply a flexible monetary policy; these clearly 
benefited thereby, and it is now possible to state 
that this kind of policy has come into its own 
again, since it is being pursued at present by 
nearly all countries irrespective of their political 
orientation. Indeed, the weapons of credit policy 
can now once more be used not only in case of a 


deficit in the balance of payments but also as a 
means of intervention for the purpose of moder- 
ating the intensity of booms and depressions. 

Another favourable factor has been the con- 
fidence engendered by the relative ease with which 
the 19053—54 recession was overcome in the 
United States and by the maintenance at the same 
time of a high level of business activity in Europe. 
In the course of 195354 the American author- 
ities took prompt and effective action in the 
monetary field; the average level of wage rates 
remained practically stable for over a year — 
which facilitated recovery, since demand kept on 
growing as aided by the monetary policy; and the 
structural changes which had taken place in the 
U.S. economy since the depression of the 1930s 
(including the development of the so-called “built- 
in stabilizers’) proved to have increased its 
powers of resistance. It should perhaps be added 
that the American recovery was aided by certain 
exceptionally fortunate circumstances, including 
the upward adjustment of stock exchange values 
and the continuation of the upward trend of busi- 
ness in Europe; but, even so, the net result was 
that people outside the United States, especially 
the Europeans, began to lose some of their fear 
that U.S. business conditions might one day get 
completely out of hand and they also became less 
convinced that a recession in the United States was 
bound to have a dangerous effect on the European 
economy. 

When the business trend in the United States 
showed signs of turning upwards towards the end 
of 1954 and went on rising throughout 1955, the 
strong impulses emanating from that country were 
superimposed upon the already existing high de- 
gree of business activity in western Europe. The 
consequence was a boom probably more wide- 
spread and on the whole more intense than any 
the world has ever seen before, with full — not to 
say over-full — employment the rule rather than 
the exception. 

The very pronounced economic boom is, of 
course, resulting in the production of much wealth 
and enabling the foundations to be laid for a sub- 
stantial increase in real income, but at the same 
time the world has quickly found that a boom, as 
well as a depression, has its problems. 
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Before discussing these problems, however, let 
us consider what are the main characteristics of ; 
the present boom. p 

When we analyse the available statistical ma- 
terial we find that this boom — in contrast to the 
expansion during the war — is not generally due 
to increased government spending but is the result 
of greater activity in the private sector of the . 
economy. In the United States, Federal, State and 
local government expenditure on goods and sery- 
ices in the third quarter of 1955 was slightly — 
lower than in the corresponding quarter of the 
previous year, whereas over the same period, on ; 
a seasonally adjusted basis, business investment in i 
new plant and equipment rose by 8 per cent. and 
consumer spending also by 8 per cent. In Great i 
Britain, likewise, central and local government f 
spending seems in 1955 to have been kept within 
the same limits as in the previous year, while . 
private investment and private spending show 
substantial increases. Especially interesting are the 
figures for new factory starts, as measured by 
the floor space arranged; these reveal an increase 
of no less than 60 per cent. from 1953 to 1955. 
And in Sweden the volume of industrial invest- 
ment in 1955 appears to have exceeded the previ- 
ous year’s figure by at least 15 per cent., while 
the increase in private consumption may be esti- 
mated to have been between 4 and 5 per cent. 
Similar tendencies are reported to be observable 
in Austria, France, Italy and western Germany. 

The significance of these statistical data is fairly 
clear: sustained by private consumption, the vol- 
ume of industrial investment has been expanding 
at an accelerated rate, and this in turn has led to 
fuller employment of labour, higher wages and, as 
a result, a tendency to further increases in the 
demand for consumer goods. 

The problems which arise in such a situation 
are not everywhere the same. 

In certain countries, where the increased in- 
ternal pressure of demand has not been matched 
by a corresponding growth in domestic supplies, 
foreign spending has been greater than foreign 
earnings, so that a deficit has emerged in the 
balance of payments. This happened already in 
1954 in the Scandinavian countries — Denmark, 
Norway and Sweden — and towards the end of 
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that year also in Austria and several countries of 

the sterling area. Faced with this situation, the 

authorities in nearly all the countries concerned 

“resorted to monetary and fiscal measures — 

especially the former — in order to bring about 
the necessary reduction in domestic demand and 

_thus to restore equilibrium in the balance of pay- 

“ments. Except in Australia, no recourse was had 
to import cuts or similar measures of direct 

control ; for the countries in question did not want 

to fall back below the degree of liberalisation 
which they had reached either within the frame- 
work of the O.E.E.C. or independently. And 

‘they were, moreover, becoming more and more 
sceptical about the efficacy of all such measures 

as quantitative restrictions on imports.2 

Official discount rates have been raised not only 
in Great Britain, with a Conservative government, 
but also in the Scandinavian countries, which are 

‘now governed either by Labour alone or by a 
Coalition government with Labour in a leading 
position. 

__ As the boom has become more and more intense 
even countries with a surplus in their balance of 
payments and possessing considerable monetary 
reserves, such as the United States, western Ger- 
many and Switzerland, have also seen fit to in- 
troduce measures of credit restraint. They have 
done so in order to prevent the reappearance of 
inflationary tendencies, which find their reflection 
in shortages and price rises and bring with them 
the risk that an excessively rapid economic up- 
surge may be followed before long by an abrupt 
downturn, including a sudden collapse in stock 
exchange quotations. In the United States the 
official discount rate of the Federal Reserve 
System has been gradually raised from 1 1/2 per 
cent. in the first quarter of 1955 to 2 1/2 per cent. 
in November. In August 1955 the discount rate of 

* In fact, experience has shown that the quantitative im- 
port restrictions which have been imposed in the post-war 
period have woz been able to save the countries in question 

Bom recurrent balance-of-payments difficulties. The reasons for 
this failure are obvious; for if the level of domestic demand 
temains too high cuts in imports are likely to cause the ex- 
cess purchasing power to be used for the acquisition of do- 
mestic goods, of which, therefore, less will be left for export, 
80 that the deficit in the balance of payments will still re- 
main. It is difficult to avoid the conclusion that no real equi- 


librium is likely to be attained unless domestic demand is 
adequately curbed by means of measures of fiscal and mone- 


tary policy. 
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the Bank deutscher Lander was increased from 
3 to 31/2 per cent.; and in Switzerland various 
steps have been taken to tighten the money and 
capital markets by means of governmental and 
other transactions and by gentlemen’s agreements 
between the National Bank and the other banks, 
with the object, inter alia, of reducing the amount 
of funds made available for building purposes. 

The supreme moderating element which was 
lacking during the Korea boom in 1950—51, 
namely, the more or less simultaneous adoption 
of restrictive credit measures by. the leading 
countries, has this time been provided, and the 
question now is what effect these policies have 
already had and what effect they will have in the 
months to come. 

In one field it seems that success has already 
clearly been attained. The indexes of sensitive 
commodity prices (Moody’s, Reuter’s, etc.) were 
all somewhat lower at the end of November 1955 
than they had been twelve months earlier. Thus 
the most widespread boom that the world has ever 
experienced has not been accompanied by any all- 
round increase in the prices of staple commodities. 
It is true that the decline in the prices of agri- 
cultural products is offsetting a certain rise in 
the prices of industrial raw materials, but even 
in the case of raw-material quotations the advance 
is not really marked. As a result, European coun- 
tries which import the bulk of their foodstuffs 
and raw materials have not experienced any 
deterioration in their terms of trade in the present 
boom, and this is surely a great advantage to them. 

Industrial output in western Europe is estimated 
to have risen by about 10 per cent. between the 
first half of 1954 and the corresponding period 
in 1955; and in the United States there was also 
an increase of about 9g per cent. 

With such substantial rises in industrial output 
it has, of course, not been possible to prevent 
altogether an expansion in the credit volume — 
nor would it have been appropriate to do so, since 
more funds were needed as working capital by 
industrial and commercial firms and since up to 
a point it is quite right and proper that these 
needs should be met by bank credit. But it was 
necessary to prevent short-term borrowing from 
being used for long-term financing, thus bringing 
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about a dangerous increase in the money supply 
(consisting of the total of notes in circulation plus 
current deposits). Credit must no longer be easily 
available — that must be the guiding principle of 
the restrictive monetary policies adopted in order 
to moderate the boom. The commercial banks must 
have the feeling that the loanable funds at their 
disposal are scarce. This result can be achieved 
by open-market operations (e.g. the sale of se- 
curities) by the central bank, by stiffening the 
cash-reserve requirements for commercial banks, 
and by making it less profitable for the banks to 
sell their securities in the market. Since the supply 
of fresh credit is thus restricted, while the demand 
for it remains strong, as is natural in a boom, the 
market price of credit (i.e. the rate of interest) 
is bound to rise. In a market economy it is hardly 
possible to restrict credit effectively unless there 
is an appropriate increase in the level of interest 
rates, including, of course, the official discount 
rate of the central bank, changes in which are, 
moreover, important from a psychological point 
of view. If an attempt were made to restrict 
credit simply by “rationing” of short-term lend- 
ing, there might not only arise a “grey market” 
in which lenders and borrowers would come to 
terms with themselves at more realistic rates than 
those officially prescribed but quotations also in 
the long-term market might soon be out of line 
with the prescribed short-term rates, the result 
being a serious distortion of the whole credit 
structure. It is furthermore likely that businesses 
already established would be favoured by ration- 
ing at the cost of the newcomers, as is generally 
the case, and this might in its turn lead to danger- 
ous distortions in the lines of production. In these 
and other ways official reluctance to permit an 
appropriate increase in interest rates may soon 
have serious consequences all through the economy. 

It is important nevertheless to remember that 
the essential factor is the limitation of the supply 
of credit, i.e. credit restraint, the increase in the 
rates of interest being, so to say, a consequence 
thereof. When commercial and industrial firms 
find it difficult to obtain fresh credits, or are 
asked to make early repayment of credits already 
received, they will as a rule seek to reduce their 


inventories to the lowest possible level — a factor ~ 
which will tend to keep down prices of goods in 
general — and they may also before long have 
to curtail their investment programmes. More- — 
over, the fact that liquid funds are scarce in © 
relation to business turnover will make enterprises 
more determined to resist tendencies towards an | 
increase in production costs, including demands 
for higher wages. 

Really effective credit restraint has shown itself 
to be a most penetrating influence in the private i 
sector of the economy. | 

But the private sector is not the only sector; 

A 


there is also the public sector, which increased in — 
importance during the two world wars and which, 
in some countries, also played a more prominent 
role during the great depression of the 1930s. The | 
level of government expenditure is now higher 
than previously owing to the financial burden im- — 
posed by rearmament, the debt service and the 4 
welfare state; in addition, there are the nation- } 
alised industries and the building activity with 
the financing of which the government has be-— 
come concerned in quite a number of countries. — 
In view of its importance, it is necessary that the © 
public sector, too, should observe the principles of 
the general policy of moderation ; but the question ~ 
is whether the responsible authorities will be — 
willing to do so. 
It is, of course, particularly important during a ~ 
boom that the budget proper should be in good — 
order.t In many countries, however, the most ~ 
difficult task, even during a period of general — 
credit restraint, has been to keep the extra- 
budgetary financing of nationalised industries and — 
housing within reasonable limits. Under the sys- — 
tem of rent restriction in force in a number of — 
European countries the bulk of their house-build-— 
ing is not only to a great extent subsidised but is 
also financed by means of public funds. One great 
danger of this system is that the necessary funds 
may be obtained by short-term borrowing either 
from the commercial banks or even from the 


1 The fact that the increased business activity during the 
boom brings the government higher revenues makes it easie! 
to balance the budget, and this semi-automatic stabilising _ 
mechanism may prove very valuable. 
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central bank. If this happens the policy of credit 
restraint will to a great extent be prevented from 
operating effectively. Indeed, in several countries 
the financing of house-building with the aid of 
public funds is today the strongest inflationary 
: force, and it is doubtful whether these countries 
will be able to restore a satisfactory equilibrium 
unless the financing of housing construction is 
redirected into private channels, which would af- 
ford a better guarantee that genuine savings were 
being utilised. From this point of view the new 
policy recently announced by the British Govern- 
ment when the autumn budget was presented, 
which requires that local authorities shall hence- 
forth as a rule obtain the funds they need to 
meet their capital expenditure by borrowing in 
the market is undoubtedly a step in the right 
direction. 

In some countries the volume of residential 
building will presumably have to be reduced in 
order to set free resources for other purposes 
(for instance, in the case of western Germany, 
for mining and industrial development and also 
for rearmament). In the United States a certain 
decline in private residential building fortunately 
set in in 1955, i.e. at the time when private busi- 
ness investment was showing a marked increase.* 
Whatever may be the reasons for this decline 
(whether it is due to a slowing-down in family 
formation or to certain restrictions on the granting 
of financial facilities, or both), it will help to 
ease the shortage both of manpower and of some 
important materials (such as cement, steel, etc.). 

Genuine savings should, of course, continue to 
be invested in full and the resources accruing to 
savings and mortgage banks, insurance companies 
and pension funds should therefore still be lent in 
the ordinary way, although, in view of the strong 
demand for funds, at higher interest rates. But 
it is particularly imperative during a boom to 
prevent an excessive amount of bank credit from 


1 Private residential building in the United States fell from 
an annual rate of 1.4 million houses in the autumn of 1954 to 
1.2 million in the autumn of 1955. In western Germany, 
where building statistics are given in terms of “apartments”, 
it is preliminarily estimated that some 540,000 apartments will 
be completed in 1955 —a very high figure for a country with 
; population of less than one-third of that of the United 

tates, 


being granted under conditions in which it would 
lead to an increase in the total money volume 
(as measured by the sum of the note circulation 
and the demand deposits). In the initial phase of 
the intense boom the banks in the United States, 
and also those in Great Britain, sold appreciable 
amounts of their investments in government se- 
curities in order to obtain a sufficient volume of 
loanable funds.1 Provided that an increase in bank 
loans is offset by an equivalent reduction in bank 
investments there will be no net change in the 
volume of money outstanding; and it was there- 
fore quite right and proper that the banks should 
obtain the funds they required by the sale of 
securities. 

As a result of these sales, however, there was 
a fall in the quotations for government securities, 
and it was soon reported that the banks were 
showing less inclination to sell securities in the 
market, even though they would have to do so in 
order to be able to extend further credits. In this 
way a certain resistance was created to further 
credit expansion within an important section of 
the banking world. 

The monetary authorities are thus taking action 
on both sides of the Atlantic to withstand in- 
flationary pressures, and it is possible to assert 
that so far the development both of the money 
supply and of the sensitive-price indexes indi- 
cates that a fair degree of balance has been main- 
tained. And, given the remarkable growth in the 
current output of goods and services in the United 
States, it is very unlikely that any considerable 
price rise will emanate from that country. As far 
as the world commodity markets are concerned it 


1 In the United States the banks (other than the Federal 
Reserve Banks) reduced their holdings of government securities 
from $ 77.7 milliard at the end of 1954 to $ 71.1 milliard 
at the end of August 1955, while in Great Britain the aggre- 
gate investments (mostly in government securities) of the Lon- 
don clearing banks fell from a peak of © 2,364 million in 
November 1954 to £ 2,082 million in August 1955. Such 
sales have, of course, helped to keep down the totals of the 
banks’ balance sheets and thus also the total money volume. 

If a large proportion of the banks’ investments consist of 
short-term securities, on which they can obtain the full value 
at maturity, they will be less affected by any decline in mar- 
ket quotations. In such cases the adoption of some additional 
methods of credit restriction may be found necessary. In Great 
Britain, for instance, the authorities asked the banks in the 
summer of 1955 to reduce short-term credits by as much us 
10 per cent. 
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may reasonably be assumed that inflationary price 
increases are a thing of the past and that thus the 
general level of prices in these markets will remain 
fairly stable although this may not prevent indi- 
vidual prices from showing in some instances a 
rather marked increase. 

This expected overall price stability may be a 
matter of great importance for the individual 
countries in Europe. For they can no longer 
presume that a world inflation will save them 
from the consequences of any mistakes which 
they may make, in particular, by allowing an in- 
flationary movement to continue unchecked in 
their own economies. For a country like Sweden, 
whose wage rates are already the highest in Eu- 
rope, the danger of getting out of line through 
further increases is, of course, evident and fully 
appreciated by the authorities. But also in other 
countries which are not in such an extreme po- 
sition care must be taken to ensure that costs shall 
not be unduly augmented by abrupt wage in- 
creases. A rather long-term view must be taken, 
for it must be borne in mind that in the event of 
another recession the existence of inflexible cost 
elements might again prove to be the greatest ob- 
stacle to recovery. In Switzerland some firms pay, 
in addition to the normal wages and _ salaries, 
“boom bonuses” which may later be discontinued 
if the present very high profits come to an end. 
It might be difficult to apply such a system 
generally, but it has its merits. 

It seems that in quite a number of countries the 
labour unions are these days anxious to take into 
account in framing their wage policy wider con- 
siderations than those on which their decisions 
have previously been based. They have more 
reason to do so now that the monetary and fiscal 
policies being pursued are clearly anti-inflationary. 
It was different in the four or five years follow- 
ing the war, when in several cases central banks 
exhorted the government and other bodies to 
pursue cautious policies while at the same time 
clinging themselves obstinately to cheap-money 
policies which undoubtedly added to the infla- 
tionary pressure. 

But moderation does not mean standstill. In- 
vestment must continue. Indeed, the practice 
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nowadays adopted by many individual firms, 
especially in the United States, of drawing up 
their investment budgets a year in advance is apt 
to increase the steadiness of the economy, since 
the firms in question generally base their develop- 
ment policies more on their views as to the long- 
term prospects of continued growth in the coun- 
try’s wealth and the nation’s well-being than on — 
any apparent likelihood of a temporary rise or 
fall in demand. The various important technical 
innovations which have lately come to the fore 
are thought by many to mark the beginning of a 
new industrial revolution during which there will 
certainly be no scarcity of investment oppor- 
tunities. 

This must, however, not be taken to mean that 
modern economies are likely in future to be able 
to avoid completely the disturbance of economic 
fluctuations. It is not even certain as yet that the 
tempo of the present boom will be adequately 
moderated, though it must be said that some im- 
portant measures have been taken to check ex- 
cesses and also that there are few signs of any 
clearly speculative movements or any dangerous 
increase in inventories. 

As to the question whether there will eventually 
be a really marked downward turn, it will probably 
be found that the more effectively the present 
boom has been prevented from getting out of hand 
the less acute will be the subsequent setback when 
it occurs. Moreover, the taking of restrictive 
monetary and fiscal measures during the boom 
will make possible a prompt reversal in the di- 
rection of official intervention in the economy 
when conditions change, including the provision 
of a much-needed stimulus in the form of a re- 
duction in interest rates. Finally, the economic 
structure of quite a number of countries — and 
perhaps most of all that of the United States — 
has been considerably strengthened since the 1920s 
and will probably prove less sensitive to a decline 
in business activity than in the past. If, even so, 
business conditions should continue to deteriorate, 
the likelihood is that the authorities will take much 
more far-reaching counter-measures than ever be- 
fore. The difficulties most to be feared are those 
created by a marked disequilibrium between costs 
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and prices. From this point of view, too, it is 
advisable to exercise great moderation at present 
in pressing economic claims of different kinds; 
it is necessary, in other words, to try to avoid 
being too much influenced by the immediate situ- 
ation and instead to take, as far as possible, a long- 
term view. It is now up to the free economies to 
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show that they are capable of solving the problems 
created by booms and recessions. They have al- 
ready had a fair measure of success in the ten 
years which have passed since the second world 
war, and there is at present much more experience 
of these matters and much more goodwill to draw 
upon than ever before. 
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DISTRIBUTION TRENDS AND POLICY 


A CONTRIBUTION TO THE CURRENT DEBATE ON MARKETING 
POLICY IN SWEDEN 


BY PROFESSOR FOLKE KRISTENSSON, THE STOCKHOLM SCHOOL OF 
ECONOMICS, STOCKHOLM 


Whereas discussion about industrial economics 
is usually characterized by a soberly objective 
attitude and an awareness that problems and con- 
ditions vary in different industries and in differ- 
ent situations, discussion in the field of distri- 
bution is often marked by an atmosphere of bad 
temper and by statements which are fallacious or 
are quite irrelevant to the matter under con- 
sideration. The difference in atmosphere in the 
two cases is no doubt due — apart from the 
centuries-old distrust of any kind of activity which 
does not involve some sort of physical processing 
— to the fact that so little is known about distri- 
bution. 

A further and more weighty reason for the 
lively discussion about distribution is that in the 
modern community competition for resources has 
become so keen that anything utilized by one 
sector of economic activities, for instance manu- 
facturing, may encroach on the opportunities 
available to another. When employment was at a 
lower level than today the opposite was often the 
case. The number of people employed in Sweden 
in distribution is probably now nearly half a mil- 
lion, if we include transportation activities con- 
nected with trade. According to the 1951 census 
of business, about '300,000 persons were employed 
in the retail trade and rather more than 115,000 
in the wholesale trade. Very roughly it may be 
said that for every person employed in trade there 
are about three engaged in various forms of pro- 
duction, including agriculture, which mainly use 
the wholesale and retail trades as channels of dis- 
tribution. In making this calculation exports have 
been taken into account as making imports possi- 


ble. In relation to the total number of gainfully 
occupied persons in the country the number em- 
ployed in trade is naturally much smaller — about 
one out of every six persons. 


Development and efficiency of distribution 


The pace at which distribution has grown in 
relation to other activities is often overestimated. 
It is true that during the 1930’s and 1940’s, which 
were decades of exceptional expansion for distri- 
bution, the number of those employed in trade 
increased by 52 per cent. but at the same time the 
increase in the number employed in production 
and handicrafts was no less than 37 per cent., and 
in absolute numbers was more than twice as great 
in production and handicrafts as in trade. It is, 
therefore, the very high level of employment 
rather than the growth of distribution which has — 
intensified the competition for available resources. 
If we assume an annual increase of 3 per cent. in 
industrial productivity and an unchanged number 
of persons employed, the increase in the volume 
of goods caused thereby would in ten years call 
for the employment of about 150,000 more people 
in trade than at present, with the same volume of 
sales per person employed. Even if we have reason 
to assume that productivity in trade will continue 
to rise, though moderately, the number employed 
in production will be smaller in the long run and 
as a result the total volume of goods will be less 
than it would be if the demands made by trade on 
available manpower could be limited. 

Unfortunately the available statistics do not 
permit of any precise conclusions about the de- 
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Size 1951 Per cent. increase 193I—1951 

Number of Number of Sales Number of Number of Velwmne 

establish- persons million establish- persons je 

ments employed kronor ments employed 4 e 
Foodstuffs incl. general stores ........ 35,000 114,500 5,990 approx. IO approx. 45 approx. 50 
SemeneABEReLOLOINS oo 6 se Ge le ees 13,800 55,400 2,360 approx. 20 approx. 25 approx. 65 
RUROOBECERMUNEACE 0 5 ek ek ke we 25,000 110,800 5,060 40—45 60—65 approx. I0O 
"All retail trade here included ........ 73,800 280,700 13,410 approx. 20 approx. 50 approx. 70 


— During the period 1930—1950 population in Sweden increased by 15 per cent. — 


velopment of trade. This is true of wholesale 
trade to a greater degree than of retail trade. If 
from the latter we exclude those lines of business 
where differences in the classification or com- 
pleteness as between the 1931 and 1951 censuses 
of business are likely to be greatest, a considerable 
source of error will have been eliminated. Conse- 
quently we have not included “hawking and street 
selling, certain public markets and stands” which 
together accounted in 1951 for 5 per cent. of the 
total number of persons employed and 11 per cent. 
of the total number of establishments. There re- 
mains, however, another source of error which is 
probably quite a serious one: it has been necessary 
to make assessments which are partly arbitrary 
regarding the distribution between industry/ 
handicrafts and trade in the case of so-called 
“combined” enterprises in 1931. 

The table gives an indication of the considerable 
expansion which has taken place and it also shows 
how different it has been in different sections. 
The number of persons employed per establish- 
ment in retail trade, i.e. per shop, has increased 
considerably. Further, the volume of sales per 
person employed has risen not inconsiderably in 
other sections of retail trade than “food and 
general stores”. The development in the latter has 
probably been affected to a substantial extent by 
the progressive thinning out of the rural popu- 
lation. The number of customers per general store 
has in many cases fallen. At the same time the 
number of shops in growing population centres 
has risen more slowly than would have been the 
case earlier. In 1950 the self-service system had 
not yet acquired any quantitative importance in 
the food trade and much the same was true of 
various types of ‘“‘self-selection” in other trades. 
On the other hand, the rapidly growing share of 
ready made garments in the sales of textile and 
clothing trade had undoubtedly tended to raise the 


sales per employee in that trade. The expansion 
in the automobile trade had not yet had any con- 
siderable effect on the figures for “other retail 
trade’, in spite of the fact that the number of 
establishments and the number of people employed 
in the automobile trade had doubled in the period, 
and the volume of sales seems to have grown 
much more than that. 

In order to get a reasonable idea of the de- 
velopment of productivity or efficiency in a wider 
sense it would also have been necessary to have 
data on, for example, the changes in customers’ 
requirements regarding service and assortment 
during the period 1930—1950. About this it can 
only be said that these requirements were probably 
higher on the average in 1950 than in 1930. At 
any rate this is commonly regarded as one of the 
consequences of a rapidly rising standard of 
living. 

We know even less about wholesale trade than 
we do about retail trade. Such figures as are 
available can be interpreted to suggest an increase 
in the number of persons employed ranging all 
the way from 70 per cent. to well over 120 per 
cent. It is perhaps realistic to assume that the 
actual increase is somewhere between 80 and 100 
per cent., that is to say considerably higher than 
in the retail trade. About half of the wholesale 
trade is concerned with producers’ goods and half 
with consumers’ goods. 

In these days we often try to compare different 
sections of our economic life with corresponding 
sections in other countries in order to get some 
idea of comparative efficiency, costs, productivity 
etc. Here the only thing one can possibly venture 
to assert with regard to retail trade (in the case of 
wholesale trade it seems scarcely possible to make 
any statements at all) is that, expressed as a per- 
centage of sales, its costs in this country are about 
on the same level as in most Western European 
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countries and somewhat lower than in the United 
States. This, however, reveals very little about the 
efficiency of the trade. Even apart from the diffi- 
culty of comparing different sections and the 
service given by these sections, the ratio of costs 
to sales is affected by the level of wages in the 
trade in relation to the prices of the goods sold 
and, from a very general point of view, by how 
extensive the activities of the trade as a whole 
are. These are considered to increase the more 
specialized production becomes and the higher the 
standard of living rises. Both these factors, like 
the relatively high wages, tend to raise the costs 
of trade (as a percentage of sales) in the U.S. A. 
and they tend to make the ratio higher in Sweden 
than it would otherwise be as compared with 
several other Western European countries. 

There are also difficulties of other kinds which 
arise when we try to make comparisons. Efficien- 
cy of distribution, in the sense of the lowest possi- 
ble costs at a certain level of service etc., in the 
short run often seems to imply a structure etc. 
which would not give the highest possible efficien- 
cy in distribution in the long run. Moreover, the 
concept of efficiency referred to may conflict with 
the desirability that new goods should be made 
available to the consumers as quickly as possible. 
For example, it is highly possible that the post- 
ponement of the introduction of television in 
Sweden will mean that the costs of this service, 
when it comes, will be lower than would otherwise 
be the case — but how are we to estimate the dis- 
advantage to the public of being unable for several 
years to “consume” television programmes, if they 
wish to do so? Equally difficult problems of as- 
sessment would probably arise in many other 
fields. 

Another troublesome problem of measuring 
which may affect the assessment of the develop- 
ment of distribution is the calculation of costs in 
new types of trading. The decreasing value of 
money, together with rent control, means that the 
cost of premises for new shops and wholesale 
warehouses will be considerably higher than for 
old ones, which appear in the accounts at a lower 
price level. New and large units are also based to 
a great extent on employed labour, whose wages 
often appear more clearly as costs than the re- 


muneration to the owner-managers and members 
of their families. Factors of this type seem to have 
distorted the discussion concerning old and new 
types of outlets, small and large units — and to 
the disadvantage of the new types and large units. 
Sometimes the discussion seems also to have been 
influenced by another aspect: many people are 
thought, for social and personal reasons, to prefer 
to work in their own businesses even if their 
income would be lower than in other occupations. 

According to data gathered by the Swedish Co- 
operative Union! in respect of 447 self-service 
and 267 conventional food shops, the former show 
considerably lower costs even with annual sales 
of as little as half a million kronor (corresponding 
to perhaps $125,000), owing to the higher sales 
per employed. When sales reach a million kronor, 
total costs, apart from the cost of procuring the 
goods, are probably fully 15 per cent. lower in the 
self-service shops. Similar results are revealed by 
a study carried out on the basis of data from 
shops attached to Hakon-bolaget,* a big voluntary 
chain. Incidentally, if the figures given are of 
general application there are probably few invest- 
ments which are so profitable as_ self-service 
shops. 

Another example of very considerable differ- 
ences between old and new types of outlets has 
been revealed as a result of intensive observations — 
of retail trading® in a long-established residential 
district in one of Sweden’s larger towns and a 
new residential area in a suburb of one of the 
principal cities. The number of inhabitants was 
about the same in both areas and the average 
income level was also about the same. In the 
first area the annual sales per employed in the 
food shops was rather more than 50,000 kronor 
(corresponding to about $13,000) while in the 
second it was nearly 94,000 kronor (correspond- 
ing to about $25,000). In the food shops the 
number of persons employed per thousand in- 
habitants was about twice as great in the first 


‘\ 


1 O. M. Moback, Sm& och stora, Kooperatiren, Nos. 3—4, 
1955; P- 54- 
Lars Persson, Sjalvbetjdningsbutiker contra traditi 
butiker, Foretagsekonomiska forskningsinstitutet, Stockh 
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© Sjéberg/Hansson, Detaljhandelns strukiur (The Structu 
of Retail Trade), Féretagsekonomiska forskningsinstitutet, S 
holm 1955. Medd. nr 52, pp. 13 and 73. English summary. 
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district as in the second, if account is taken of the 
somewhat lower “degree of self-sufficiency” in 
the second area. The objection may perhaps be 
made to this comparison that the consumer in the 
new district had on the average longer walking 
distances to the shops than those in the old district 
and that they possibly also had a lower level of 
service; sales volume per shop was five times as 
high in the new district, where the self-service 
type of shop predominated. Against this, however, 
is the fact that the wider assortment in the modern 
shops makes it possible for the customer to limit 
the number of visits and that by many consumers, 
perhaps the majority, the self-service system and 
similar arrangements are not regarded as a type of 
outlet giving a lower grade of service than the 
conventional system. At any rate the very limited 
investigations which have so far been carried out 
indicate that this is the case. 


Why different means of competition? 


One of the factors which make the discussion 
of marketing policy so complicated is the difficulty 
of observing the different means of competition 
at the disposal of the business men and the 
various combinations in which these means are 
used. It is a self-evident fact that the business 
man will tend to employ those means of compe- 
tition that he considers most efficient in each 
particular situation. In the classical theory, price 
was regarded as the primary if not the only means 
of competition. Today the business man makes use 
of a number of other additional means, of which 
the main ones are quality, service, advertising, 
assortment and, in a way, discounts. The last- 
“mentioned means is of course a form of price 
competition, although in Sweden it is generally 
directed not to the ultimate consumer but to the 
retailer. Side by side with the change in the 
competitive situation which may be implied by the 
existence of a small number of sellers in a market 
(see the section below on so-called oligopoly), the 
use of so many different means of competition 
seems to be connected above all with the high 
standard of living prevailing today. When an in- 
creasingly large proportion of the consumers’ 
disposable income can be applied to other sections 
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of demand than those which are usually called 
necessaries, the price argument becomes less im- 
portant than before. We say that the price- 
elasticity of the demand is low. At the same time 
the sensitivity of the demand to such factors as 
quality, service, assortment etc. is considered to 
have risen. This in its turn is connected with the 
fact that with the high standard of. living the 
consumer is able to direct his demand more ex- 
clusively or individually than earlier — to allow it 
to embrace a wider and deeper assortment. The 
development has been greatly accelerated by the 
system of branded goods, which means that the 
seller tries to individualize his product with a view 
to attracting the consumer’s attention and interest. 
In connection with this system, advertising has 
attained ever-increasing importance as a means of 
competition. 

The features in the competitive structure which 
have been outlined above are recorded without 
any attempt to pronounce judgement as to whether 
the development in question is a good one or a bad 
one. No one wants a return to a situation where 
pricing would be the sole means of competition, 
if this would imply a return to a system charac- 
terized by small assortments, small firms and, of 
course, lower living standards. It is obvious that 
the development which has occurred has brought 
an enormous increase in efficiency in production 
and trade. We must not, therefore, take only the 
disadvantages of the present structure and com- 
pare them with the ideals of the classical theory, 
but must accept the facts as they are and try to 
reach the best possible compromise on the basis 
of existing circumstances. This does not of course 
mean that we must or should refrain from criti- 
cizing present conditions; it only means that we 
must accept the basic costs of competition. We 
may, indeed, express the matter by saying that 
the present structure of distribution is by and 
large a prerequisite for the specialization and 
large-scale operation which have been of such 
benefit on the production side, and is also largely 
a “direct” consequence of our high standard of 
living. 

Only one further comment will be made in this 
connection. The high fixed costs which character- 
ize large sections of our economic system mean, 
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among many other things, that we cannot accu- 
rately allocate the costs to the various products. 
We simply do not know how to fix the prices, if 
by that we mean that we must try to fix them ac- 
cording to the costs the products have given rise 
to. Often half, or even more, of the costs of retail 
enterprises cannot be logically referred to indi- 
vidual products. This means that to a large extent 
the decision as to how much of the costs shall be 
borne by different products is an arbitrary one. 
Price formation is, therefore, necessarily unstable. 
Prices cannot be determined on the basis of the 
costs as soon as the assortment is mixed and the 
fixed costs are large. Another factor which makes 
prices unstable is that the high standard of living 
means in itself that the consumers can avoid 
buying a considerable number of goods, mainly 
consumers’ capital goods, without any noticeable 
effect on their standard of living in the short run. 

Adjoining problems of capacity utilization and 
level of employment in the long run as well as 
some possible effects on long run economic policy 
will not be touched upon in this article. 


Oligopoly 


The small size of the Swedish market and the 
rather pronounced diversity of Swedish industry 
and commerce mean that, especially from a tech- 
nical and organizational point of view, efficient 
units, particularly in production, are often large 
in relation to the total market demand. This is the 
basic, not to say the natural, reason why in 
Sweden, as in all other countries with a high 
living standard and advanced technique, we have 
what the economists have long called oligopoly. 
Briefly, this means that a small number of enter- 
prises — usually rather large ones — cover a 
considerable proportion of the total market. It is 
impossible to formulate a definition of oligopoly 
which is unambiguous and suitable for theoretical 
and practical use. To assert this is not, however, 
the same as to deny the existence of the phenome- 
non. Incidentally, the difficulties are roughly 
analogous with those which meet us when we try 
to define the monopoly situation. 

Although in this country studies of oligopoly 
situations have not yet yielded any comprehensive 


empirical results, there is some probability that 
enterprises behave in one way when there are only 
a few of them in the market and in another way 
when there are many of them. If, for example, 
a manufacturer wants to reduce the price of one 
of his products which is also made by several other 
firms, he will often decide not to reduce the price 
itself but instead to introduce a new (but equally 
good or even better) variant of the same product 
and fix the price of this in such a way that the 
new product represents better value for the buyer 
than the old one. If, through the introduction of 
a new variant, the manufacturer succeeds in being 
alone in making the indirect price reduction, the 
increase in sales may be so great that the “price 
reduction” may be profitable for him. He will 
have extended his market at the expense of his 
competitors. 

If instead of this he lowers the price of the 
“old” product, it may well happen that the other 
manufacturers will reduce their prices too. Proba- 
bly, this will often have the result that the increase 
in his sales is not even in the short run much 
greater than that arising as a result of the increase 
in the total demand, and the price reduction is 
therefore not profitable. Owing to the low price- 
sensitivity of many goods to demand the total 
consumption of the product frequently increases 
so little after a general reduction of prices that 
the reduction in the profit margin is not offset 
by lower costs per unit and/or larger sales. The 
manufacturer therefore does not derive the benefit 
from his price reduction which he would have got 
if he had extended his market at the ‘““expense” 
of his competitors. 

If, again, the manufacturer should raise his 
price without any change in the form of his prod- 
uct, his competitors will frequently not follow 
suit (unless they have all got greatly increased 
costs) but will keep their old prices or raise them 
by a smaller amount. The result will be that the 
first manufacturer will be exposed to a drastic 
reduction of sales at the same time as his compe- 
titors’ sales are increasing. If, instead, the raising 
of the price had been done in a more concealed 
way by introducing a new variant of the product, - 
the probability of a decline of his sales would not 
have been equally great. 
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As will probably have been seen from the above 
argument, the introduction of new variants will 


mean that the buyers are more likely to benefit 


from, for example, a more favourable cost situ- 
ation than if the assortment of goods had been 
kept unchanged. A general price reduction would 
perhaps sometimes ensure the interest of buyers 
more quickly, even in the long run; but it is much 
less probable that such general price reductions 
would be carried out in a fairly pronounced oligo- 
poly situation. 

It is undeniable that oligopoly involves what is 
usually called a restriction of competition as com- 
pared with a situation of free competition in the 
old sense. Even this statement, however, does not 
imply any judgement as to the desirability or 
otherwise of oligopoly. Restriction of competition 
need not necessarily have effects that are socially 
undesirable. However, in a community which in 
principle, and with considerable unanimity in the 
expressed opinions of responsible spokesmen, has 
accepted competition as the best regulator for de- 
velopment in the long run, it is natural that 
particular interest should be devoted to the oligo- 
poly problem. But here, as in other cases of re- 
striction of competition, it is important to ensure 
that in our efforts to remedy real or imaginary 
evils we do not overlook the favourable aspects of 
the phenomenon in question. In other words it is 
necessary to arrive at a clear idea of what the 
Cartels Act of 1953 means by “socially injurious 
effects of restraint of competition”. It could of 
course be objected to the term “socially injurious 
effects” that is not possible to define it exactly 
and objectively, and that the term therefore leaves 
scope for arbitrary judgements and in some cases 
actual injustices. It is not to be denied that a great 
responsibility rests on the authority which has to 
decide such questions. The difficulty in this re- 
spect is common not only to the efforts of differ- 
ent countries in their economic policy but also 
applies to practically all kinds of legislation. In 
civil law and criminal law we have to deal with 
similar relative and subjective concepts, for ex- 
ample, about what is to be considered good mer- 
cantile usage, gross negligence, etc. It is a matter 
here of trying to evolve a satisfactory practice as 
a result of the gradual accumulation of experi- 


ence. This is not least necessary for business 
enterprises, having regard to their need for long- 
term planning. 

The representatives of industry and commerce, 
who a few months ago almost unanimously dis- 
associated themselves from the ideas outlined 
above (and from some of those indicated in the 
rest of this article) and from the proposals arising 
out of these for the treatment of oligopoly and 
price statistics/price supervision (not to be con- 
fused with price control), now equally unani- 
mously approve the same ideas, although the con- 
crete proposals cover possible action over a wider 
field. Also, those who are more critical towards 
business (and not only certain professional econ- 
omists) have now stated their positions and atti- 
tudes more clearly.t It has, therefore, at this 
moment (but for how long?) been possible to 
attain considerable unanimity without making the 
recommendations so “elastic” as to make them 
meaningless. 


Recommended prices 


One question of great practical importance 
which has come into the forefront of the dis- 
cussion is that of “recommended” prices, also 
called suggested prices. The background is briefly 
that previously it was common to use the resale 
price maintenance system, that is to say, prices 
fixed by a previous link in the chain of distri- 
bution, often a manufacturer. The retailers could 
not sell either above or below these prices. The 
Cartels Act of 1953 in principle prohibited such 
fixed prices, but a very limited number of special 
exemptions have been granted by the Freedom of 
Industries and Commerce Council (‘‘Naringsfri- 
hetsradet’”’). Most of the goods which were previ- 
ously price-maintained have now become subject 


1 In connection with the report of the Royal Commission on 
Marketing Policies, published at the end of May 1955, and the 
report of the Royal Commission on Price Control, published in 
December of the same year. As space does not permit any treat- 
ment here of the complicated and delicate special problem of 
price statistics/price studies/concentrated price studies/price 
supervision point by point and general price control, those in- 
terested are referred to the last-mentioned report and the 
detailed special statement by the present aathor in the former 
report. Positions and motivations are about the same but the 
concrete proposals are much more far-reaching in the unanimous 
report of the price control commission. 
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to “suggested” prices. There are two types of such 
prices: those which are determined by the manu- 
facturers — so-called vertical suggested prices — 
and those which are set out in lists of suggested 
prices issued by trade organizations — so-called 
horizontal suggested prices. Although the resale 
price maintenance system obviously had both ad- 
vantages and disadvantages from a social point of 
view, it is probably now generally admitted that 
the disadvantages outweighed the advantages. One 
obvious practical result of the prohibition of the 
retail price maintenance system is that it is now 
easier for types of outlets to buy certain goods. 
Another result is the emergence of new forms of 
distribution of the type known as telephone order— 
home delivery units and cut-price shops or, as they 
are called in the U. S. A., discount houses. In these 
developments, however, other factors have also 
played a part. 

The main advantages of vertical suggested 
prices are perhaps above all as follows. Large and 
progressive enterprises are in a position to put 
forward the price argument in their advertise- 
ments to consumers. Such suggested prices should 
mitigate the effects, undesirable from the con- 
sumer’s point of view, of local monopolies in 
trade. Moreover, not very progressive enterprises 
will have less opportunity to take part in “retailer’s 
discount competition” in the case of product 
variants that are fairly easy to compare; it will be 
more difficult to offer the retailers an inducement 
to make greater efforts than for variants which 
are easier to sell. A further advantage from the 
consumer’s point of view is that price reductions 
will spread more quickly over the whole market. 

Undoubtedly, however, vertical suggested prices 
may also involve drawbacks; for example the 
consumers — accustomed over many years to 
government-controlled prices — will more easily 
accept suggested prices even in types of outlets 
which for some reason (i.e. more limited service) 
could charge lower prices than those recommend- 
ed. In types of trade where the diversity of brands 
renders it impossible to make a reliable compari- 
son between different variants of a certain com- 
modity it is, moreover, conceivable that suggested 
prices may lead by way of a higher profit margin 
to higher prices than would otherwise have been 


the case. Especially in this situation a long-term 
problem of structure comes into the picture, in 
the sense that inefficient enterprises can be kept 
going without reorganization for a longer time 
than under a free price-system. 

The advantages and disadvantages of which 
examples have been given above as regards verti- 
cal suggested prices also apply, mutatis mutandis, 
for horizontal suggested prices. Price-lists of the 
latter type occur both in retail trades with a very 
extensive assortment, such as the hard-ware trade, 
and in trades with a more limited assortment, such 
as the bicycle and piano trades. In the former 
trades the suggested prices are considered justified 
mainly on the grounds that they constitute a 
useful service for members of the trade organi- 
zations, who would otherwise have to devote a 
disproportionately great amount of time to calcu- 
lating prices for the large number of articles they 
stock. In a trade such as the hard-ware trade, for 
example, it has been pointed cut that there are 
no fewer than about 17,000 articles in four com- 
modity groups alone — screws, nails, bolts and 
builder’s fittings. It is maintained that individual 
calculation would be even less successful than the 
lists of suggested prices in reflecting the real 
costs, since for practical reasons it would have to 
be made very roughly, whereas the prices re- 
commended by the trade organization are at least 
to some extent based on actual differences of 
costs between different commodity groups, taking 


into account, for example, rapidity of turnover, 


demand on salesmen’s time etc. It is also pointed 
out that the real competition today is between 
different “blocks”, i.e. groups of firms knitted 
together more or less closely as corporate chains, 
the co-ops, the private independents organized in 
trade associations, and the voluntary chains. 

In order that the different blocks shall have real 
competitive power it is necessary that there should 
be uniformity within the block. This opinion is 
found both in private enterprise and in the con- 
sumers’ co-operative movement. In the latter the 
prices fixed by each consumers’ society are applied 
throughout the shops belonging to the society. 
Critics maintain that this has exactly the same 


effect as resale price maintenance. At the same — 


time it is obviously the right of a multiple concern, 
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whether private or co-operative, to fix uniform 
prices for all its branches. 

_ As regards trades with a more limited assort- 
ment, the reasons given for suggested prices are, 
first, that the individual dealer does not possess 
the necessary knowledge of accounting and cal- 
culating, and, secondly, that it is necessary to 
maintain a price level which makes possible the 
extensive service which these trades generally 
consider necessary. Regarding the first argu- 
ment, it may be said that to accept it one must 
have a poor opinion of the competence of the 
members of the trade. As to the second argument, 
it may be remarked that it is no justification at 
all. If the consumers are not willing to pay for 
the extra service they will enjoy, the trade should 
— if it has a proper respect for freedom of con- 
sumers’ choice — allow the consumer to abstain 
from that service if he wishes. If, again, it is 
argued that the consumer does not himself under- 
stand the importance of the service, it can be said 
that the retail enterprise may maintain a deficient 
service even at prices which would allow the 
provision of a fully satisfactory service. 

The advantages outlined above for the system of 
suggested prices seem to form a clear case for 
permitting its continued use. The essential ob- 
jective of the prohibition of retail price main- 
tenance has been reached, among other things 
through the possibility of creating types of distri- 
bution having different combinations of price, 
quality and service. On the other hand, it is proba- 
ble that the pricing mechanism will be less flexible 
than without suggested prices and that this may 
lead to socially undesirable effects. The Royal 
Commission on Marketing Policies did not pro- 
pose that suggested prices or selective selling (but 
certainly oligopolies) should come within the 
jurisdiction of the Freedom of Industries and 
Commerce Council, whereas the Royal Commis- 
sion on Price Control wanted to bring all three 
matters within the competence of the Council. 


Selective selling 


li by selective selling we mean that the seller 
does not sell to all possible customers, selective 
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selling occurs in all enterprises. A certain choice of 
potential customers and customers must always be 
made. Nobody today would contest the principle 
that an enterprise has the right to choose its cus- 
tomers and suppliers freely. 

The types of selective selling which are usually 
discussed are, for example, those where the seller 
does not sell to all customers but only to customers 
in a certain area, or only to a limited number of 
customers in the same place, or only to customers 
whose purchases exceed a certain amount, or only 
to customers who carry on a certain price or 
service policy, or both, or belong to a certain level 
of distribution or to a certain block. 

The effects of selective selling are obviously 
very varying. Such selling may have powerful 
competition-restricting effects — especially if it 
is exclusive in character — and may lead to high 
prices, which in their turn may cause unneces- 
sarily high distribution costs. This may lead to 
new production despite the fact that capacity is 
already available, it may create a local monopoly 
and it may prevent progressive enterprises from 
price competition. But for a considerable part of 
distribution — including our two largest trades, 
food and textiles — selective selling often pro- 
motes efficiency. In many cases a limitation of the 
number of customers may result in larger trans- 
actions — orders and deliveries — (even when 
the distribution of customers among different 
size-groups is unchanged) and an increased spe- 
cialization of work; each of these factors is 
strongly cost-reducing and they are still more so 
in combination. At the same time price compe- 
tition need not be weakened in the long run; on 
the contrary, as a result of the increase in efficien- 
cy of one or several of many enterprises in 
a certain trade it will often become greater than 
before. Selective selling as regards assortment 
(the limitation of the size of the latter by, say, 
the elimination by the wholesale trade of “similar” 
goods from several manufacturers or importers) 
makes possible more active selling, especially in 
the wholesale trade. As a result of this there is 
created an alternative to direct selling from manu- 
facturer to retailer. This probably has advanta- 
geous effects as regards both the reducing of costs 
and the promoting of competition. The difficult 
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problems of price policy will not be discussed 
here. 

What has been said above will show that the 
economic implications of selective and also of 
exclusive selling vary so much (“from white to 
black’) as between different types of such selling 
and as between different goods that it is not possi- 
ble to make a general pronouncement about these 
forms of selling. We must, therefore, consider 
separately each form of selective and exclusive 
selling in each trade. And it is the effects of the 
phenomenon, not its form, which are important. 


Price differentiation 


Price differentiation takes many forms, and its 
effects are even more varied. Even less than in 
the preceding part of this article, therefore, will it 
be possible to touch more than the surface of the 
intricate problems involved. If the seller, apart 
from certain direct selling costs, charges different 
prices to different customers (for example differ- 
ent f. o. b. prices with the same delivery time 
etc.) price differentiation is generally considered 
to exist. This means, for example, that equal c. i. f. 
prices may represent a kind of price differ- 
entiation. The differences in freight arising as a 
result of different distances are absorbed by the 
seller. Equal f.0.b. prices for all customers can 
also, however, be regarded as constituting price 
differentiation. Even if the goods are bought ex- 
warehouse, different customers may occasion 
different costs, unless they happen to buy and 
have delivered equally large and similarly com- 
posed quantities of goods. Visits by the salesman 
and correspondence undertaken in connection with 
the sale, handling and paper-work in connection 
with the delivery, give rise to costs which are not 
proportionate to the size of the sale or the delivery. 
On the contrary, they are usually to a large extent 
independent of these factors. The difference in 
the costs is absorbed by the seller. It may be said 
with some good reason that price differentiation 
is lacking only when the seller’s prices are adapted 
to the costs which the buyers occasion him — costs 
of production and of distribution, of which only 
the latter will be observed here. 

The problem is still further complicated by the 


fact that the seller must pay attention also to his 
alternative costs. Assume that the distribution 
costs incurred by the manufacturer in selling to 
small retailers are twice as high as the costs of 
selling to large retailers or to relatively small 
wholesalers who buy equally large amounts and in 
equally large items from him as the large retailers 
do. Assume further that thanks to his assortment 
function the wholesaler can distribute the manu- 
facturer’s goods much more cheaply to the small 
retailers than the manufacturer can. In such a 
situation the manufacturer would possibly sell 
goods to the wholesaler at a price lower than 
would correspond to his costs of selling direct to 
the small retailers but also lower than his selling 
price to the large retailers. The manufacturer has 
then taken account in his price policy of his al- 
ternative distribution costs but has also applied 
price differentiation in the sense that he has ap- 
plied different prices to buyers who “directly” 
occasion him equally high costs — large retailers 
and small wholesalers. 

The effects of price differentiation are in many 
respects similar to those of selective selling. Very 
large price differences greatly exceeding existing 
cost differences can be motivated by the desire to 
exclude or to attract a certain firm or a certain 
type of outlets or a firm which does or does not 
pursue a certain price and service policy. In this 
way the price differentiation can clearly have the 
effect of restricting competition and sometimes — 
also of raising costs. However, quantity discounts 
that mainly promote efficiency are probably often 
considerably more extensive. During the last few 
years intensive work in this field has led to im- 
pressive and from the economic and social point — 
of view advantageous results. The concentration 
of purchasing (and of selling), with the resulting 
larger orders and deliveries, which sometimes in 
their turn have also enabled technical efficiency 
measures to be carried out, has led to considerable 
savings in costs. 

It has been said that quantity discounts should 
be assessed strictly according te the cost differ- 
ences experienced by the seller. If the objective is 
lower distribution costs, however, it is essential 
that price differences should encourage a more 
efficient structure, for example larger transacti 


———— <r 


QUARTERLY REVIEW. JANUARY 1956 17 


involving a concentration of purchases on the part 
of the customers. Thus, if a price difference, 
exclusively due to costs, of 5 per cent. between 
small and large purchases, does not lead to any 
change in the relation between these, while on the 
other hand a price difference of 7 per cent. 
would result in such a change, it would seem 
that the most favourable alternative from the 
social point of view, at any rate in the short run, 
would be a price difference of 7 per cent., and 
this alternative would very often also be prefer- 
able in the long run from the point of view of the 
business firm. 

Another question which arises is that of special 
discounts to very big buyers, especially blocks 
and some individual large enterprises in the retail 
trade. These are said to be able, owing to their 
size, to extract discounts which cannot in any way 
be justified by cost savings in distribution and 
probably not even in production. Such “privilege”’ 
discounts, it is said, must have the effect of re- 
stricting competition in the long run. Against this 
it has been objected that it is often only the big 
buyers who can effectively put pressure on the 


large sellers and force them to work efficiently. 
Which of these views is correct it is impossible to 
decide. It depends naturally to a large extent on 
the situation prevailing at the particular time in 
question. Moreover, the two statements are not by 
any means mutually exclusive. 

As in the case of the pricing and selling meth- 
ods dealt with earlier, it is essential not to allow 
judgements as to what may be regarded as un- 
desirable from a certain point of view to justify 
the removal of what can sometimes be regarded as 
desirable. This is especially important in view of 
the fact that we know so little about the matter, 
and the effects seem to be so different in different 
situations. It seems equally important not to allow 
the best to be the enemy of the good. The ques- 
tions here dealt with are to a high degree matters 
of negotiation and therefore loaded with emotions. 
There is a good deal in what someone said recent- 
ly in a debate on marketing policy: “The dis- 
counts I have to grant are unfair privilege dis- 
counts — but the ones I manage to get for myself 
are quite another matter — they certainly promote 
efficiency”. 
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CAPITAL IMPORTS AND ECONOMIC PROGRESS 
IN SWEDEN 


BY KURT MARTIN SAVOSNICK, ASST. LECTURER, DEPARTMENT 
OF POLITICAL SCIENCE, UNIVERSITY OF STOCKHOLM 


The accumulation of real capital in Sweden in 
the 19th century was to a great extent financed 
by capital imports. This was obviously to the ad- 
vantage of both the foreign owners of capital, 
who voluntarily lent their resources to Sweden, 
and to the Swedes themselves, since industri- 
alisation and economic progress otherwise would 
have been less rapid. 

Most people also agree today that increases in 
the volume of capital equipment are a sine qua 
non for rapid progress. It is therefore rather sur- 
prising that Sweden does not take advantage of 
all opportunities to borrow abroad in order to 
accelerate the rate of increase in the volume of 
real capital and consequently also in production, 
and in the standard of living. As the official 
attitude towards capital imports is rather negative, 
it might be of interest to examine more closely 
some of the problems connected with capital ac- 
cumulation financed by borrowing abroad. 

There are many problems. First, we have to 
deal with the question of what will happen to the 
value of money in an economy of full employment 
and suppressed inflation if we try to invest more 
by borrowing abroad. Do we get stronger in- 
flationary pressures? 

Secondly, we have the question of how profit- 
able long-term capital imports are from a general 
economic point of view. It might possibly be that 
we are too optimistic about the relationship be- 
tween the accumulation of real capital and the rate 
of economic progress, in other words, that we are 
doing a disservice to ourselves and to coming 
generations by increasing our foreign debts. 

Thirdly, we have also the question of how we 
should channel the investments we finance by 


capital imports so as not to get into difficulties in 
the future with respect to the balance on current 
account or the rates of exchange when we pay 
interest and amortize the loans. In this connection 
we also have to take into account the fact that the 
“normal” accumulation of real capital financed by 
domestic saving usually causes an increase in the 
need for imports of fuels and raw materials, etc., 
in so far as it causes increased production and 
increased incomes. 


Labour a bottleneck? 


In a discussion of the Swedish budget for 
1955/56 at a meeting of the Swedish Economic 
Society, the author of this article suggested that 
we should borrow abroad so as to be able to main- 
tain a rapid economic expansion in Sweden with- 
out endangering the value of money. To this the 
then Minister of Finance, Sk6ld, replied: “Of ' 
course, we might borrow abroad, but our bottle- 
neck is not money but labour. When we have 
utilized all our labour resources it is not easy to 
borrow more labour abroad”’.t 

This suggests important problems with regard 
to the accumulation of real capital financed by 
capital imports. If we want to increase the rate of 
accumulation of real capital in times of full em- 
ployment without reducing consumption or ex- 
ports and without causing inflation, we must in- 
crease imports of goods and services. That is 
actually why we should borrow abroad, but we can 
not be sure that an import of “financial capital” 


1 Nationalekonomiska Féreningens Férhandlingar 1955, FGrsta 
 haftet, S.23 (Transactions of the Swedish Economic Society, — 
1955, Part One, P. 23. 
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at the same time as there is an expansion of 
domestic investment will automatically cause such 
an increase in the imports of goods and services. 
We can not be sure that the “frictions” in the 
economic system which prevent these imports will 
not set an inflationary process in motion. 

In the “classical” system of equilibrium the 
problem is very simple: one borrows foreign cur- 
rency, sells it to the central bank and receives a 
corresponding amount in Swedish currency. When 
the money is spent on goods and services with 
which to create additional real capital the domestic 
price level tends to rise. As the prices of imports 
may be assumed to remain constant as long as the 
rates of exchange remain the same, it will gradu- 
ally become more profitable to buy foreign goods 
and the total costs of imports will increase. In the 
meanwhile a corresponding development takes 
place with regard to exports: as domestic prices 
rise, it becomes gradually less profitable to pro- 
duce for export, and export production shrinks. 

The total income from exports will therefore 
diminish and the result is a surplus of imports 
which means that a net flow of goods and services 
comes into the country. This counteracts the trend 
of rising prices. 

When the borrowed funds are exhausted the 
demand for goods and services diminishes, prices 
fall, imports shrink, exports increase and equi- 
librium is restored. The process is completed, 
when the recently created real capital contributes 
to the production of goods and services. This 
causes a relative lowering of domestic prices, a 
further reduction in imports and a further in- 
crease in exports. An export surplus arises. In 
that way payments of interest and amortization 
to the foreign lenders are facilitated. 

This is the process according to the “classical” 
theory of equilibrium. In reality, however, the 
primary increase in prices in connection with the 
foreign-financed investment might release an in- 
flationary spiral distorting the whole process. 
Prices might increase in an inflationary way and 
imports rise (or exports fall) much more than is 
warranted by the size of the foreign lending. An 
involuntary capital import might occur beyond 
what was intended (e.g. in the form of a reduction 
in the foreign exchange reserves or of an increase 


in short-term borrowing abroad). This involun- 
tary capital import might be used up by an in- 
flationary increase in consumption or might be 
expended on an increase of particular kinds of 
investment which are profitable to entrepreneurs 
because of inflationary expectations but which are 
not profitable from the point of view of the 
national economy. In any case it is obvious that 
an increase in investments financed by capital 
imports might cause an inflation. This could be 
regarded as such a nuisance that one prefers to 
refrain from importing any capital, even though 
this means losing the long-term advantages which 
such an import might bring as a consequence. 


Import-promoting measures 


If one wants to increase domestic investment by 
borrowing abroad without causing inflation, it 
might, therefore, be necessary to carry out a policy 
of increasing imports before the “additional” in- 
vestment really starts. Thus, one should somehow 
prepare the market for an increase in investment 
by increasing the imports of goods and services 
(or by reducing exports) so that the market be- 
comes somewhat depressed. Only when prices 
tend to fall as a result of the import surplus, when 
stocks of goods have begun to increase, and when 
tendencies towards unemployment appear, should 
one start “active” additional real investment. 


Imports of capital goods or of consumer goods? 


In reality it might not be necessary that capital 
imports take the form only, or even mainly of 
imports of capital goods. To some extent the bor- 
rowed funds should be used to pay for an increase 
in the imports of consumer goods and services. 
When domestic real investment increases there 
will be an increase in demand both for capital 
goods and for labour for construction and instal- 
lation work. Some capital goods might, of course, 
preferably be imported, but some of them will 
have to be produced within the country. If one 
does not want to import labour or to draw labour 
away from other investment activity, a great part 
of the increased demand for labour for con- 
struction work and for installation of machines, 
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etc., must be satisfied by diverting labour from the 
production of consumer goods. In order to prevent 
the prices of consumer goods from rising one 
must, therefore, make sure that the loan-financed 
imports to some extent consist of consumer goods. 
Otherwise, it will not be possible to satisfy total 
domestic consumer demand to the same extent as 
before. Only by increasing the imports of con- 
sumer goods it is possible to release the workers 
needed in order to realize the planned increase in 
the domestic accumulation of capital. 


Two problems to solve 


In this connection two problems immediately 
present themselves. First, how is it possible to 
achieve the increase in imports before the increase 
in active domestic investment sets in and causes 
increases in prices and wages — yes, even with- 
out causing such increases in prices and wages at 
all? Secondly, is it rational first to increase im- 
ports of consumer goods and draw labour away 
from the consumer goods industries, and then, 
when the foreign funds are expended and the 
work on installations and construction is reduced, 
to reverse the process? 

The first of these problems may, of course, 
easily be solved by appreciating the Swedish cur- 
rency, or, if one does not want to disturb the ex- 
port industries, by a general reduction of tariff 
duties, or by an import subsidy causing an in- 
crease in imports. It is also possible to envisage 
other measures having the same effect on the vol- 
ume of imports, e¢.g., to eliminate some other 
obstacles to imports which today keep them down. 
It is not difficult to understand why the author- 
ities, who are responsible for the external value of 
the currency and who for more than a decade 
have regarded it as one of their foremost duties 

1 Theoretically it is certainly possible to think of capital 
imports as being made up entirely of capital goods. All labour 
needed for additional installations and construction work may 
thereby be drawn from the domestic capital goods industries. 
Thus the total supply of capital goods may increase at the 
same time as work on installations and construction increa- 
ses. The demand for consumption goods will not increase nor 
will the production of such goods be less than before. The 
prices of consumer goods will remain unchanged and also the 
wages. 

However, this is a rather unrealistic theory. In practice the 
increase in investment activity tends to draw labour also from 


industries producing consumer goods. This necessitates increased 
imports of such goods. 


to keep imports down, shudder when such measures 
are suggested. Nevertheless, these measures are 
perfectly logical. 

The second problem is more serious, and the 
solution is to be found by extending foreign bor- 
rowing over a period of several years, or even 
decades, so as to avoid a wasteful irregularity in 
the domestic use of resources. Such a policy also 
fits into the picture. If long-term borrowing is 
profitable now in order to speed up the rate of 
economic progress, it should also be profitable in 
the future to repeat the process unless the price of 
foreign capital rises much higher. 

If we thereby increase the investment quota of 
the gross or net national income, i.e., the rate of 
capital accumulation, for several years ahead, it 
should not be necessary to pull and push labour 
back and forth between the consumer goods sector 
and the capital goods sector (including instal- 
lations and construction). 


The profitability of investment 


How profitable would capital.imports be now 
from the point of view of the national economy? 
That depends, of course, partly on the rate of 
interest on foreign loans and, partly on the net 
return on investments. Assume, for the sake of 
simplicity, that we are able to borrow at 5 per 
cent. We may then immediately proceed to the 
question of the relationship between investment 
and economic progress. 

In an article in the October, 1955, issue of this 
review, Professor Erik Lundberg reported i.@. on 
some assumptions that the ratio of the volume of 
real capital to the volume of production is “some- 
thing in the region of 3:1”, which according to 
Lundberg “means that an increase in the real 
national income by a certain amount requires, with 
unchanged exploitation of productive capacity, an 
increase in the volume of net investment by three | 
times that amount.2 Progress at the rate of 3 J 
would thus correspond in the long run to a re- 
quirement of net capital formation constituting 
9 % of the net national income, while a rate of 


1 Jt should be noted here that Lundberg doesn’t make any 
clear distinction between “marginal” and “average” ratios of 
capital to production. 
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expansion of 4 % would correspond to a savings 
ratio of 12 %.” 

Lundberg qualifies this assumption with strong 
reservations but applies it, nevertheless, to the 
Swedish economy in a numerical example: ‘‘A fall 
in the net savings ratio from 10 to 7 % (with a 
corresponding drop in the gross savings ratio) 
would clearly reduce the rate of progress from 
about 3 to 2 % in the long run.” 

Uncritical use of this numerical example leads 
to astounding conclusions about the profitability 
of investments from the point of view of the 
national economy. LLundberg’s assumption means 
that the total gross return on capital is as high as 
33 Yo. As shown below the total net return on 
investment can on the basis of this be calculated 
to be about 26 %. 

For many years Sweden has carried out an 
economic policy which inter alia has placed limi- 
tations on the domestic accumulation of real capi- 
tal as voluntary savings and the total supply of 
resources have been insufficient. If the return on 
investments in Sweden were low, it would be 
easy to understand why the authorities have been 
reluctant to allow expensive borrowing abroad in 
order to increase the supply of resources and the 
volume of investment. On the other hand, if the 
long-term net return on capital really were as high 
as 26 %, such a policy would not be understand- 
able. Instead, we should then grasp every possible 
opportunity to borrow abroad in order to speed 
up the rate of capital accumulation and the rate 
of economic development. 


An optimistic calculation 


How can it be that calculations based on Lund- 
berg’s numerical example give as high return on 
capital as 26 %? The answer is simple. A strict 
application of Lundberg’s assumption means that 
a “typical” or “average” investment of Kr. 100 
brings about an increase in real gross national 
income of Kr. 33. All we have to know is how 


much the annual needs for reinvestment and the 


annual costs of maintenance and repairs increase 
as a result of such an addition to the total volume 
of capital equipment. 

If, for the sake of simplicity, we put the 


Swedish national income at Kr. 50,000 million 
and use a ratio of 3: 1 for the relationship of the 
volume of real capital to the volume of production, 
we arrive at a value of Kr. 150,000 million 
representing the total Swedish capital equipment. 
Actual gross investment according to internation- 
ally agreed standards is about 20 % of national 
income and as “current international calculations 
estimate the fall in the value of society’s existing 
volume of capital at nearly 50 % of gross invest- 
ment outlays”, the costs of reinvestment would be 
about Kr. 5,000 million.t 

That capital equipment worth Kr. 150,000 mil- 
lion is reduced in value by Kr. 5,000 million in 
one year (i.e. by 1/30th) means that the average 
life of real capital is about 30 years. Thus, an 
“average” increase in the total volume of real capi- 
tal by Kr. 100 entails a subsequent increase in 
the costs of reinvestment by Kr. 3.33. This 
amount should be deducted from the gross yield 
on the investment of Kr, 33. 

From the gross yield one also has to deduct any 
increase in the costs of current repairs and main- 
tenance which follow on an increase in the vol- 
ume of capital equipment. In Sweden these current 
costs together with military investments amount 
to about 1/30th of the total value of the accumu- 
lated real capital. For the sake of simplicity, we 
shall assume that an increase in investment results 
in a proportional increase in these costs. An in- 
crease in investment by Kr. 100 would, thus, on 
the average cause an increase in the costs of cur- 
rent repairs, maintenance, and military invest- 
ments by about Kr. 3.33. This amount also must 
be deducted from the gross yield.* The net yield 

1 These estimates of the total value of real capital or of 
the actual costs of reinvestment are, of course, far from re- 
liable. No one knows the total “value” of capital since any 
estimate must be based on subjective expectations with regard 
to future returns and future returns discounted to present values 
according to a “subjective” rate of interest. 

That Kr. 5,000 million of annual reinvestment are needed 
to maintain the present volume of real capital intact is also 
according to a conventional rule of thumb. No one knows 
how much is needed simply because no one has ever tried to 
keep gross investment down to exactly that level at which our 
teal capital together with a constant amount of labour would 
produce a constant national income. 

2 An objection in principle against this method of calcu- 
lation is that we really do not know whether the ratio of 
marginal investments to marginal increases in the costs of 
tepairs, etc., equals the ratio of the present total value of 


accumulated real capital to the present total costs of repairs, 
etc. 
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of additional investment would, therefore, be Kr. 
33 minus Kr. 6.67 which equals Kr. 26.33 or 
about 26 per cent. 

This entire line of reasoning will in the follow- 
ing be critically examined since the figures, as 
already stated, seem fantastic. It ought, first, to 
be emphasized, however, that it makes no differ- 
ence to our argument whether marginal invest- 
ments have a longer or a shorter life than average 
investments as long as we assume that the profita- 
bility of marginal investments equals the profita- 
bility of average investments. New investment in 
capital equipment with an average life of 15 years 
will, of course, require twice as much reinvest- 
ment as new investment with an average life of 
30 years. If, for the time being, we assume that 
the profitability of both kinds of investment is 
equal, we must at the same time take into account 
the fact that this difference in reinvestment needs 
is compensated for by a correspondingly higher 
gross return on investments in real capital with a 
short life. 

It is, likewise, possible that certain marginal 
investment projects require much greater annual 
repairs and maintenance, etc., than we have used 
in the calculations above. However, this negative 
effect will also be compensated for by corre- 
spondingly higher gross returns as long as we 
maintain the assumption that marginal net returns 
equal average net returns. Nor is an assumption 
of 26 per cent. net return on investment from 
the point of view of the national economy ir- 
reconcilable with a net return of, say, 10 per cent. 
for the private investor or entrepreneur. In so 
far as investments result in increases in the 
aggregate production of goods and services or, in 
other words, result in a higher productivity of 
labour, some of the benefits from this higher 
productivity will usually also accrue to others than 
the investor/entrepreneur (e.g., in the form of 
lower prices or higher wages than otherwise). 


Decreasing returns on marginal investments 


The previously stated high figures for net re- 
turns on investment from the point of view of the 
national economy are to be distrusted for other 
reasons, the foremost of which is that we have 


assumed that marginal returns are equal to aver- 
age returns. All investment projets cannot be 
equally profitable, and within each category or 
sector of investment it should be possible to rank 
projects according to (expected) profitability. 

Of course, in reality such a ranking does not 
exactly determine which projects should and 
which projects should not be carried out in each 
particular sector. It should instead be said that 
projects are de facto ranked according to some 
kind of “degree of desirability’ in which also 
factors other than expected profitability are taken 
into account. It may, nevertheless, be reasonable 
to assume a relatively high correlation between 
lists ranked according to ‘‘desirability” and those 
ranked according to profitability, at least within 
each particular sector or category of projects.* 

If this is true, an over-all expansion of invest- 
ments follows the law of decreasing marginal re- 
turns, i.e., that marginal over-all investments are 
less profitable than average over-all investments.” 

In other words, it is possible that there is a 
causal relationship between a net investment of 
9—10 per cent. of national income and an annual 
3 per cent. rate of increase of national income. 
However, it is by no means certain that a re- 
duction of the net investment quota to one-half — 
would reduce the rate of economic progress to 
11/2 per cent. or that a doubling of the rate of 
capital accumulation would cause a doubling of 
the rate of economic progress — unless we are 
willing to accept a radical structural change with 
respect to the allocation of investments to various 
sectors of the economy. Marginal profitability 
probably differs considerably among different 
sectors. 


Technical progress and reinvestment needs 


One factor warranting special consideration is 
the role of technical progress in this connection. 


1 It is, however, a rather controversial idea that investment 
projects in the private sector are ranked according to profit- 
ability or that there is a high correlation between the profita~ 
bility of projects from the point of view of investors/entre- 
preneurs and from the point of view of the national economy. 
Certain projects may be profitable to investors even if they 
do not add to the national income. 

2 The word “‘over-all’’ connotes here investments which 
are spread over different sectors of the economy in much the 
same proportions as total investment at present is allocat 
to the different sectors. 
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Technical progress is important when we de- 
termine the size of our present reinvestment needs. 
If there were no technical progress, annual rein- 
vestments of Kr. 5,000 million would certainly not 
be sufficient to maintain the productive capacity 
of our present volume of capital equipment. 

Reinvestment, as such, compared with the total 
value of existing capital equipment gives no clue 
to the annual depreciation or wear and tear on 
the real capital structure. Capital equipment, which 
was produced thirty years ago and which is today 
entirely worn out can now be replaced at small 
real cost, i.e., with a limited input of resources 
as a consequence of the rapid technical progress 
which has characterized the last thirty years.1 The 
pessimist might argue that progress in the future 
will be slower than it has been up to the present. 
In that case present-day investments would re- 
quire heavier reinvestment needs in the future 
than is indicated from past experience. From this 
point of view the profitability of investments for 
the whole economy will be lower than in the past. 

Here, too, it is of course possible to argue that 
a slowing down of the rate of technical progress 
makes it more imperative to increase the rate of 
capital accumulation if we want to continue raising 
our net national income at the same rate as hither- 
to. This is, however, more an argument for in- 
creased saving than for increased borrowing 
abroad. 

The optimist may, on the contrary, maintain 
that technical progress in the future will be faster 
than it has been up till now. We should, there- 
fore, speed up the rate of capital accumulation in 
order to incorporate as much as possible of new 
techniques in our capital equipment and in order 


1 Reinvestment needs from the point of view of the na- 
tional economy differ from reinvestment needs from the point 
of view of the firm. Thanks to technical progress we do not 
today need as great an input of resources for replacement e.g. 
of a locomotive of a certain capacity, as thirty years ago. From 
the point of view of the economy it is therefore reasonable 
to state that reinvestment needs diminish as a result of tech- 
aical progress. From the point of view of the firm the opposite 
may appear to be true because as a result of technical progress 
ipplied in rival firms reinvestment needs may increase. The 
lifference may also be stated as follows: reinvestment from 
the point of view of the national economy is defined as the 
tmount of investment necessary to maintain the productive 
‘apacity of the existing capital structure while reinvestment 
or the firm may be defined as that investment which needed 
© maintain the earning capacity of the existing capital struc- 
ure. 


to reduce the difference between the applied tech- 
nique and the potentially possible technique. (This 
problem has inter alia been dealt with by I. Sven- 
nilson in Growth and Stagnation in the European 
Economy, United Nations, Geneva, 1954.) This 
optimistic view is rather an argument against 
domestic saving and for increased borrowing 
abroad. “If our children are going to have the 
benefits of atomic power, automatic factories, and 
other yet unheard of industrial miracles, why 
should we strain ourselves now in order to add yet 
further to their standards. ... Can we not take 
advantage of the great new opportunities a little 
more slowly?! In other words, why not save less 
and borrow more abroad when it in any case will 
be so much easier to forgo resources in the future 
for repaying debts, etc. ...? At the same time 
the optimist may argue that we ought to concentrate 
our investments on projects of short duration and 
rapid depreciation since that will enable us to 
adopt new techniques more quickly. The shorter 
the life of the average capital equipment, the 
larger the gross investment at a constant rate of 
net investment. With a relatively larger gross in- 
vestment it is possible to incorporate more of the 
very newest techniques in the capital structure. 

Obviously, these arguments about future 
changes in the rate of technical progress do not 
help to solve the problem of how profitable in- 
vestments are. For the sake of simplicity, we may, 
therefore, assume that the rate of technical pro- 
gress will be about the same as in the past. 


A less optimistic calculation 


Thus, we have come back to the old question of 
the profitability of all round marginal investments 
from the point of view of the national economy. 
All we know with any degree of certainty is that 
net returns are less than 26 per cent. How much 
less we cannot determine, and calculations by 
firms and entrepreneurs are about as good a yard- 
stick as any. We must, however, take into account 
the fact that expectations of inflation also stimu- 
late the expectations of the profitability of invest- 
ment projects. In times of inflation even purely 


1 Ely Devons: “The Case for Investment and Productivity” 
Lioyds Bank Review, October, 1955, P. 23. 


24 SKANDINAVISKA BANKEN 


ee _____ En 


unproductive investments (such as hoarding 
metals or land) may appear profitable — invest- 
ments which do not contribute to raising real 
national income. 

Assume, however, that firms to-day because of 
credit rationing and other barriers to investment 
have to refrain from projects with an expected 
real net return of 8 per cent. Let us further 
assume that these projects, if realized, would in 
the long run raise productivity so much that other 
people, workers or consumers, or both, gain as 
much from the project as the firms. In that case 
net returns on marginal investments in the private 
sector of the economy would, from the point of 
view of the national economy, be about 16 per 
cent. 

Assume, however, that the institutional and 
political framework of the Swedish economy is 
such that an increase of investments in certain 
sectors of the economy is neither possible nor 
acceptable unless other more or less social invest- 
ments also increase, the latter not contributing to 
real national income to the same extent as the 
former. 

More or less arbitrarily we may then start with 
the assumption that the productivity of invest- 
ments in the private sector is about double that of 
investments in the public sector or in the housing 
sector. It should once more be emphasized that 
this is a perfectly arbitrary assumption. 

With a 16 per cent. net return on investments 
in the private sector (from the point of view of 
the national economy) we should, therefore, count 
on an 8 per cent. net return in other sectors. The 
private sector accounts for about 40 per cent. of 
Swedish gross investment. If we also maintain 
that quota in the future, every increase of Kr. 100 
in the flow of net investment would, therefore, in 
the long run raise real net national income by 
about Kr. 11. 


10 per cent. return on marginal investments? 


The net return on marginal over-all investments 
would on these assumptions be somewhat greater 
than 10 per cent. This should be regarded as a 
fairly conservative estimate although it is based 
on arbitrary assumptions. 


Today, many firms apparently are forced to 
abstain from marginal investments yielding 8 per 
cent. to investors, and in certain firms, especially 
in the export industries, yields are considerably 
higher. This should counterbalance the somewhat 
lower yields in other firms and in agriculture. It 
is reasonable also to assume that marginal invest- 
ments increase productivity to such an extent 
that the rest of the community benefits from the 
projects as much as the investing firms. It should, 
therefore, be reasonable to calculate with net 
yields of at least 16 per cent. from marginal over- 
all investments in the private sector from the point 
of view of the national economy.? 

The assumption that net returns on over-all in- 
vestments in other sectors of the economy are 
only one-half those of net returns in the private 
sector must also be regarded as a rather conserva- 
tive estimate. Certainly, net yields on investments 
in the housing industry are low, as well as net 
yields of certain municipal investments, but, on / 
the other hand, one has to take into account the © 
fact that marginal public investments in tele- 
communications, in railroads, in the electric power 
system, and in the road system probably are as 
profitable to the economy as a whole as are private 
investments. In any case they contribute more to 
the net national product than is indicated by their 
contribution to Government income. Apparent 
yields from road investments are nil, but such 
investments undoubtedly increase the productivity 
of the total labour force. 

As long as rents are kept artificially low, it 
might also be argued that “real” net returns on 
investment in housing, i.e. from the point of view 

1 It should once more be emphasized, however, that our 
calculations are based on arbitrary assumptions. An optimist 
would say that the net productivity of marginal public invest 
ments and of investments in housing is as high as the net 
productivity of marginal investments in the private sector. We 
should then arrive ata figure of 16 per cent. for the net return 
on marginal over-all investments in the Swedish economy. — 

A pessimist might argue that not only is the productivit 
of investments in the public sector and in the housing or 
not more than one-half the productivity of marginal invest 
ments in the private sector, but also that we have misjudged 
how firms and the public share the benefits from incre: 
in productivity due to private investment. It is, of course, pe 
sible that the public receives only 1/3rd of the total benefits 
In this case our numerical example in the text should — 
changed accordingly so as to give a net return of about 7' 
8 per cent. on marginal over-all investments in the Swedis 


economy. Thus, it might be possible to select a figu 
anywhere between, say, 5 and 15 per cent. 


QUARTERLY REVIEW. JANUARY 1956 25 


of the national economy, are much higher than 
the apparent profitability of these investments. 
All things considered, it might, therefore, be possi- 
ble to argue that the productivity of marginal 
over-all investments in the housing industry and 
in the public sectors is probably more than one- 
half as great as the productivity of marginal 
over-all investments in the private sector. Under 
these circumstances it would appear that net re- 
turns on marginal over-all investments in Sweden 
are probably higher than 10 per cent. It would, 
therefore, appear to be profitable to finance an 
over-all expansion of domestic investment by 
borrowing abroad at, say, 5 per cent. 


How to pay the foreign lenders without 
devaluating the currency? 


Finally, we must consider the long run problem 
which may arise due to the burden of interest 
payments and of loan repayments to the foreign 
lenders. In the short run this does not effect our 
balance on current account since we can always 
resort to additional short term borrowing in order 
to pay the interest. In the Jong run repayment of 
the loans may be a problem although in principle 
these loans may never be recalled if it is more 
profitable to keep the capital in Sweden than 
elsewhere. 

In practice, however, it will be impossible for 
us to borrow unless we can guarantee repayment 
within a certain length of time even though re- 
payment may not be demanded later. By giving 
foreign citizens greater opportunities than at 
present to own and control Swedish firms, we 
might increase the probability that foreigners 
choose to place their capital in Sweden. A number 
of regulations which today prevent foreign owner- 
ship of firms, houses, etc., in Sweden appear 
antiquated and unreasonable, although they might 
have been necessary at an earlier stage of the 
process of industrialization when the foreign 
control of young industries was feared. 

If, for the time being, we limit our attention 
to the question of the payment of interest, it is 
obvious that this is no serious problem with regard 
to the balance of payments. Foreign-financed 


domestic investments of Kr. 100 million at a rate 
of interest of 5 per cent. necessitate in the long 
run an “improvement” in the balance on current 
account of only Kr. 5 million. 

We may assume that an over-all increase in 
domestic investment by Kr. 100 million financed 
by borrowing abroad would cause a gross increase 
in the national product by, say, Kr. 20 million. 
At most one-fourth of the marginal investment 
financed by borrowing abroad would for that 
reason have to go to the export industries or to 
the import-competing industries. In addition, how- 
ever, we have to take into account the need for an 
export surplus in order to be able to amortize the 
loan. Long-term borrowing of Kr. 100 million 
to be repaid in instalments over a period of, say, 
fifty years would necessitate an export surplus 
of Kr. 2 million per. year. With regard to the 
payments of interest and to the obligation to 
amortize the loans of Kr. 100 million an improve- 
ment in the long run of Kr. 7 million in the 
balance on current account would be required. 
This amount should be compared with the ex- 
pected increase of Kr. 20 million in the gross 
national product resulting from the foreign- 
financed investment. In other words, about 7/2oth, 
or 35 per cent. of foreign-financed investment 
must go to export industries er to import-compe- 
ting industries in order to enable us to meet the 
interest payments and the loan repayments. 

However, we also must consider the “normal” 
increase in the demand for imports which follows 
an increase in Swedish production (due, for 
example, to increased demand for fuels and raw 
materials) and an increase in Swedish consump- 
tion (assuming that the “structure” of the in- 
creases in production does not exactly match the 
“structure” of the increases in consumer demand). 
A “normal” increase in the gross national product 
of Kr. 20 million would probably cause an 


1 The we? increase in the national product is still assumed 
to be about Io per cent. of the amount invested, or about 
Kr. 10 million. The size of the gross increase depends, of 
course, upon the assumptions made about the average life of 
the marginal over-all investments and upon the assumed ratio 
of the costs of repairs and current maintenance, etc., on the 
one hand, to the cost of the investment, on the other. We 
have here assumed that the average life of marginal invest- 
ment is somewhat shorter than the average life of our gross 
investment. A gross yield of 20 per cent. is therefore, a per- 
fectly reasonable figure. 
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automatic increase in import demands by Kr. 4 
million. About 20 per cent. of the marginal in- 
vestment should for that reason be allocated to 
export industries or to import-competing in- 
dustries. Thus, altogether, we must channel about 
55 per cent. of the foreign-financed investment to 
these sectors. 

It is then obvious that it was wrong to assume, 
as we did at the outset, that the “over-all struc- 
ture” of foreign-financed investment is similar to 
the present structure of gross investment. Only 
40 per cent. of the present gross investments are 
in the private sector, while 55 per cent. of margin- 
al investment would have to be allocated to export 
production or to import-competing production. 
Assuming, for the sake of simplicity, that neither 
the public sector nor the housing sector offer that 
kind of investment opportunities, we must accept 
a change in the investment structure in order to 
be able to cope with the long-term balance of pay- 
ments problems without resorting to devaluation. 


To meet these problems we must allow about 55 
per cent. of the marginal foreign-financed invest- 
ment to go to the private sector. 

On these assumptions it would appear profitable 
to borrow long-term capital abroad in order to 
speed up the rate of economic progress in 
Sweden. It should be emphasized, however, that 
this article is not so much an attempt to sell an 
idea — that we should borrow abroad — as an 
attempt to draw attention to the possibility that 
borrowing abroad might be profitable. A more 
refined analysis of the problems is required as 
well as a close examination of the various as- 
sumptions with which this article works. An im- 
portant problem which has not been touched upon 
here is how borrowing abroad should be arranged 
institutionally. Should foreign capital be brought 
into Sweden by means of private borrowing, by 
the sale of government bonds abroad, by direct 
investment by foreigners, by the sale of Swedish 
firms to foreigners, etc.? 
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THE ECONOMIC SITUATION 


Dampened Inflationary Pressure 


Although the economic situation at the turn of 
the year was still characterized by very high 
activity in almost every sector, the strongly re- 
strictive economic policy pursued in Sweden dur- 
ing the greater part of 1955 brought about a per- 
ceptible dampening of the inflationary pressure 
during the last months of the year. . 

The restrictive policy was chiefly directed 
against investments, and it is therefore only 
natural that this sector of the economy shows the 
most obvious signs of the resultant slowing down. 
Of the statistical series available in this field, 
those referring to the trade and industry appli- 
cations for building permits indicate some de- 
crease from the previous year. The orders for capi- 
tal equipment for the engineering industry have 
also gradually decreased during last year’s first 
nine months and the purchases of capital goods 
for the textile and clothing industries have during 
the same period been at a lower level than during 
1954. Also the forecasts of industrial investments 
during the present year, which figures have been 
gathered by the State Employment Board, indicate 
a not inconsiderable decrease in the will to invest. 
If these plans are realized it is indeed possible 
that the sharp increase in the industrial investment 
activity during 1954—55 will change into a cer- 
tain decline during 1956. 

Another sign indicating a dampening of invest- 
ments — both as regards construction as well as 
inventories — is the decline in bank credits to the 
private sector. From May to November last year 
commercial bank credits to industry, trade and 
transport fell by a total amount of nearly Kr. 300 
million or a little more than 5 per cent. 

On the labour market during the last quarter 
of 1955 there was a marked improvement in the 
balance between supply and demand. During the 
months of September—November there was a 


sharp increase in the number of applicants for 
jobs at the labour exchanges compared with the 
number of vacancies. In all likelihood there was 
no appreciable general excess of demand for labour 
at the turn of the year, but in some sectors there 
was still a troublesome lack of more qualified, 
particularly technical, employees. 

Since last summer imports have shown a some- 
what stabilizing trend, and that trend remained 
during the year. During the months of August— 
October the import surplus was even considerably 
less than during the same period of 1954. This 
improvement in our balance of trade may perhaps 
also be taken as indicating that the excess of pur- 
chasing power is about to disappear. 

During the last quarter of 1955 consumer prices 
rose still further, mainly as a result of increased 
food prices and the rent increase introduced on 
the 1st October. In November the consumer goods 
price index rose to 137 or 8 points above the level 
of December, 1954. More than four-fifths of this 
rise in the cost of living was due to the rent in- 
crease and to the rise in prices of domestic food- 
stuffs resulting from the farm prices calculations. 
Thus the price increases can be said to provide 
but little proof of an inflationary strain in the 
Swedish economy during 1955. 

In various sectors there have thus been signs of 
a noticeable dampening of the general activity 
towards the end of last year. The object of the 
restraint policy was, however, to eliminate the 
considerable excess of purchasing power which at 
the beginning of 1955 was expected for the 
months ahead, and now an important question is, 
of course, whether the restraining measures have 
been sufficiently effective to bring this about. 
Even though there are plenty of signs indicating 
that the excess of demand has declined, it is not 
yet possible to say with any certainty that it has 
definitely disappeared. Towards the end of 1955 
there was in all probability on the whole equi- 
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librium in the labour market, but this is in itself 
no proof that the supply of and demand for goods 
and services were equal. 

Then a much more reliable indicator is the 
balance of current payments. In view of the high 
degree of liberalization in our foreign trade, any 
excess of demand will rapidly make itself felt as 
a deficit in the balance of current payments. As 
yet there are no figures available to show last 
year’s trend in the balance of current payments, 
but during the first three quarters there was a 
deficit of Kr. 374 million as against Kr. 109 
million during the same period of 1954. It is 
possible, though, that this relation has improved 
somewhat during the last quarter of the year. 


Last year’s economic trend compared with 


the national budget 


It is not yet possible with any degree of ac- 
curacy to put one’s finger on the deviations taken 
by the economic trend during the year in its 
entirety compared with the objects of the economic 
policy laid down in the year’s national budget. In 
some instances it is, however, possible to say al- 
ready now that the actual trend has turned away 
quite considerably from the predicted course and 
this is particularly applicable in respect of foreign 
trade and private consumption. In 1955 imports 
will have increased by nearly 10 per cent. com- 
pared with the previous year (in 1954 prices) as 
against an estimated increase of 6 per cent. in the 
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national budget. The greater increase is, of course, 
an expression of the high level of activity in the 
national economy. Also exports will have risen 
more than originally estimated. The Swedish Insti- 
tute of Economic Research estimates the increase 
in fixed prices at 6 per cent. as against 4 per cent. 
in the national budget. 

As far as can be judged, however, private con- 
sumption has not risen at the rate envisaged at 
the beginning of the year. In the estimates of the 
national budget the increase in fixed prices was 
calculated at 6 per cent., but although the trend 
of consumption during the second half of 1955 is 
uncertain, there is reason to believe that the total 
increase of the year will not be much above 4 per — 
cent. and then the increase in consumption will 
have been of about the same order as that between 
1953 and 1954. This relatively moderate increase 
in consumption is particularly noteworthy inas- 
much as the concurrent increase in wages during 
1955 (incl. the additional rates paid above the — 
contractual level) is estimated to average 9—IO 
per cent. The trend therefore indicates a not in- 
considerable increase in private savings. 

Also the trend of investments is noteworthy. 
The Institute of Economic Research estimates 
private investments during the year to have risen 
by 5—6 per cent. in fixed prices despite some 
decline in housing investments. In the public 
sector investments are estimated to have increased 
somewhat less or by 3—4 per cent. The figures 
are, in both cases, above the predictions made in” 
the national budget. As to industrial investments 
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the trend is still more surprising. The very sparse 
figures for this sector available to the Institute 
_ of Economic Research cannot give anything like 
a reliable picture, but they indicate nevertheless 
an increase in industrial investments in fixed 
prices of the order of 15 per cent. from 1954 to 
1955. This figure, however, is based on an in- 
vestigation made at the end of June, when the 
_ companies’ estimation of their future prospects 
had not yet been influenced all through by the 
tighter restraint policy. But even though invest- 
ments in the private sector (housing excluded) 
are not estimated at more than 6—7 per cent. 
such an increase is still very great in view of the 
fact that last year’s economic policy chiefly was 
aimed at holding back this type of investment. 
It was probably a rather long time before the 
monetary and financial measures showed any 
result. Many investment projects had already been 
_ started on and therefore had to be completed. An- 
other contributing cause was the great liquidity, 
prevalent in business life when the measures 
began to make themselves felt, which served as a 
buffer for some time. Such another buffer was 
the fact that some companies were able to utilize 
foreign credits to maintain their level of invest- 
ment. According as the tightening up increased, 
however, these buffers were gradually eliminated. 
The trend to a dampening of the will to invest 
towards the end of last year mentioned above 
shows that at the turn of the year the restraint 
policy had a much stronger effect than previously. 
There was, last year, a decline in housing in- 
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vestments, a decline which arose a great deal of 
attention and which may be regarded as a result 
of the economic policy and the trend of the credit 
market. Housing starts were planned to be as 
many in 1955 as in 1954 or about 58,000 dwelling 
units in all. Available figures seem to indicate, 
however, that the housing starts last year were at 
least 10 per cent. fewer. During the period of 
January—August the decline is estimated at no 
less than just above 20 per cent. Through this 
development the number of completed dwellings 
will have been somewhat lower during 1955 than 
during the previous year. 

On the production side there was last year a 
certain change in the structure of industrial pro- 
duction. During 1954 the increase in production 
was sustained by a vigorous expansion in the 
capital goods industries, while the consumer goods 
industries on the whole showed signs of stag- 
nation. Last year, however, there were indications 
of a dampening of the expansion in the capital 
goods industries, while there was a stabilization 
or in certain branches an increase in the pro- 
duction of the consumer goods industries. In the 
textile industry it seems as if the lowest point was 
passed last year and as if the production of most 
goods was about to grow. The increased textile 
tariffs will probably contribute to continued stabi- 
lization in this branch. 

For industry in its entirety there was towards 
the end of 1955 a certain slowing down of the 
rate of expansion, which may be regarded as a 
consequence of the restrictive economic policy, 
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which has indeed placed a very large portion of 
the burden on the private sector. During the 
months of January—October total industrial pro- 
duction was 5 per cent. above the level of 1954. 

In the national budget a rise in consumer prices 
by 4 per cent. was envisaged for 1955. As men- 
tioned before the price increases turned out to be 
much larger or slightly more than 6 per cent. This 
larger increase was, however, chiefly due to 
circumstances which had not been taken into con- 
sideration in the budget: that is, the rent increase 
which had to be introduced and which partly was 
caused by the rise in interest rates, and the deficit 
in the farm price calculations partly caused by 
the bad harvest. Last summer’s crop damages led 
to a deficit in the farm price calculations of 
slightly more than Kr. 500 million. In order to 
cover this deficit it was decided that the farmers 
themselves were to contribute Kr. 165 million; Kr. 
100 million were to come from the Government 
through subsidies; and the remainder, about Kr. 
250 million, was to be procured through increased 
prices. 

A change in the pricing system applied to farm 
products was brought about in the Riksdag in 
December. Thus, in the future the price support 
to farming will be determined for periods of three 
years at a stretch, instead of, as now, for one- 
year periods. For every three-year period an im- 
port duty will be fixed for every product and this 
duty cannot be changed as long as the domestic 
price keeps within certain determined limits. In 
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this way the Swedish farm products will be more 
exposed to foreign competition than they have so 
far been. Furthermore, it has been determined 
that the import duties and the price limits are to 
be adjusted if the consumer prices change. Just as 
before, the price support is intended to create 
equality of income between farmers and the corre- 
sponding groups of industrial workers, and the 
price adjustment is to be calculated on the basis 
of the conditions of an average flat-country farm 
of about 50—75 acres. 


Foreign Trade 


The full employment economy of Western 
Europe during 1954 was further strengthened last 
year. In many countries the economic policy had 
to be tightened gradually in order to keep the 
inflationary trend at bay. In spite of growing 
activity, however, raw material prices in the world 
market have on the whole been stable. As a result 
of the full employment economy and the continued 
liberalization, inter-European trade has grown, and 
then it can be seen that the imports of the West- 
European countries have grown faster than the 
exports. 

Also Sweden’s foreign trade expanded during 
1955 and also here imports have increased con- 
siderably more than exports. While imports in 
fixed prices are estimated to have risen by 9—10 
per cent., the increase in exports has stopped at 
about 6 per cent. During the period of January— 
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November the import surplus amounted to no less 
than Kr. 1,243 million as against Kr. 892 million 
during the same period of 1954 as is shown in 
the table below. 


Imports Exports nee 
(Mill. Kr.) 
Jan-—Nov. 1950. .-. . . 5 502 5085 417 
> AG) oe See 8 518 8 247 271 
> MEOR2 ccs. 8 182 7350 832 
> > 1953-+.-.-. 7 384 6 937 447 
> PEMELOR AN i csc (e -2 8 281 7 389 892 
> SeCOS Sc « «+ 9 388 8 145 I 243 


The most striking feature as regards the distri- 
bution of Sweden’s external trade by countries is 
the fact that the position of West-Germany as our 
largest supplier has been more and more marked 
and that our import surplus as against that coun- 
try has grown during the first three quarters to 
Kr. 838 million, which corresponds to more than 
80 per cent. of the total import surplus for the 
same period. As against Great Britain, however, 
an improvement occurred and the result of the 
trade with this country during the first three 
quarters was an export surplus of Kr. 233 million 
compared with Kr. 7 million during the same 
period 1954. Through the increase in imports 
from the United States, our import surplus with 
that country increased by about 100 per cent. or 
to Kr. 458 million. The very far-reaching liberali- 


foreign Trade with Some Important Countries 
Fanuary—September 1954 and 1955. 


(Mill. Kr.) 

Imports Exports Trade Balance 

1954 1955 1954 1955 1954 1955 

West Germany . I 294 1 676 722 838 —572 —838 
Great Britain. . L102 1025 1109 1258 + 7 +233 
United States . 523 730 203 272 —230 —458 
Netherlands. . 462 527 347 381 —115 —146 
Norway .... 223 220 539 680 +316 +460 
France « 334. 344 283 #336 — sr — 8 
Belgium .... 340 376 248 302 — 92 — 74 
Denmark 196 251 401 388 +205 +137 
UST e Ss eee 220 «217 185 18 — 35 — 28 
ol eS 239 195 206 125 — 33 — 70 
Switzerland » “E59 159 7O 79 — 8 — 80 
Finland .... 59 43 104 138 + 45 + 95 
CARES Sa 96114 82 43 — 14 — 7I 
Australia ... 50 51 97 LOS, Ay 52 
Poland) s- . . 65 79 57 68 — 8 — 11 


zation of our imports from the dollar area brought 
about in the autumn of 1954 is very likely the 
chief reason for this development. 

As to the distribution of imports by kind of 
goods it can be mentioned that of the increase in 
imports of Kr. 960 million during the first three 
quarters about Kr. 300 million covers fuel im- 
ports, Kr. 270 million base metals (mainly iron 
and steel) and about Kr. 140 million machinery 
and transport equipment. During the same period 
imports of motorcars amounted to Kr. 437 million 
compared with Kr. 416 million during the same 
period of 1954 which corresponds to 83,838 and 
75,723 motorcars, respectively. Total car imports 
during the year will probably have been of the 
same volume as during 1954. 

Of the increase in exports of Kr. 635 million, 
a little more than 60 per cent. refers to wood, pulp 
and paper. It has, in addition, been possible to 
increase exports of ore, iron and steel, as well as 
also the exports of engineering products. 

For 1955 the deficit in the balance of trade is 
estimated at Kr. 1,250 million, that is a little more 
than 25 per cent. larger than for 1954. Thanks to 
increased shipping receipts, the deficit in the 
balance of current payments will probably not 
have been larger than Kr. 300 million or about 
double the amount of 1954. This development is, 
however, noteworthy when considering the trend 
of the foreign exchange reserves during the year. 
Up to the end of December they have decreased 
by only Kr. 44 million, which seems to indicate a 
relatively extensive change in the payments situ- 
ation with foreign countries. 


Foreign Exchange Reserves. 


(Mill. Kr.) 
1954 E955 
The Riksbank 31/12 30/6 30/9 31/12 
Goldin Seer oes cok ats 1370 1365 1365) 1426 
Dollacs” sig Geese «kei 2 639 570 719 733 
EPU currenciesis, 4.255 = < 422 325 349] 303 
Other currencies . .... 43 21 19) — 32 
Total 2474 2281 2452 2430 
Commercial banks 39 41 19 
Total 2513 2322 2531 


According to the provisional calculations availa- 
ble in respect of the balance of current payments 
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during the first three quarters, the total change 
in the pattern of payments amounted to no less 
than Kr. 395 million. This change may be due to 
several factors, of which the most important one, 
no doubt, is the fact that to a great extent the 
Swedish importers have made use of credits from 
the suppliers. Such a development seems probable 
when considering the great difficulties to obtain 
credit within the country as a result of the re- 
strictive monetary policy. 


The Credit Market 


The very great difficulties for the business 
community to finance their investments by means 
of the credit institutions during the latter half of 
1955 are ia. evident from the decrease in the 
amounts of outstanding credits of the commercial 
banks to industry and trade, for between May and 
November the total amounts of such credits were 
reduced by Kr. 110 million for industry and Kr. 
149 million for trade. Although the insurance 
companies have probably been able to grant long- 
term loans to industry to a greater extent than 
during 1954, it is not likely that this increase will 
have made up for the decline in the amount of 
credits granted by the commercial banks during 
the latter half of the year. As is evident from the 
table of the distribution of credits by branches 
of production, the credits of the commercial banks 
to industry increased by only Kr. 28 million dur- 
ing the period November, 1954, to November, 


1955- 


Distribution of Bank Credits by Branches of 


Production. 
(Mill. Kr.) a 
Novy. Ma Nov. nange 
i954 1955 1955 en 
- 1955 
Industry. . 2.3. 2 246 2384 2274 + 28 
Wholesale and retail 
trade and services . 2423 2598 2449 + 26 
Shipping and transport 370 391 360 — 10 
Insurance and finance. 274 307 276 + 2 
Local authorities . . 65 85 114 + 49 
Agriculture ..... 423 433 411 — 12 
Building «45.25 =< I 339 I 349 953 — 386 
Housing credits . . . 2448 2295 2519 + 71 
Miscellaneous credits . 1045 1 039 938 —107 
Total 10633 10881 10294 —339 


The expansion seems therefore mainly to have 
been financed by means of increased credits from 
the suppliers both in and outside of Sweden. As 
mentioned above the difference between the 
balance of current payments and the changes in 
the foreign exchange reserves will probably indi- 
cate an increase in the amount of foreign credits 
granted. New share issues have also contributed 
to the financing. During the first three quarters 
about Kr. 230 million in all was paid up for new 
shares, of which amount Kr. 147 million referred 
to industrial concerns. The fact that the companies 
have found it necessary to resort to this relatively 
expensive form of capital procurement throws 
some light on the conditions of the credit market. 
No bond or debenture loans have been issued by 
any industrial company during the year. 

If consumption has increased to about the ex- 
tent envisaged by the Institute of Economic Re- 
search, private saving will — as touched upon 
above — have increased to no small extent. Which 
forms this saving has taken is, of course, diffi- 
cult to judge. As far as can be seen from the sharp 
increase in the number of newly concluded endow- 
ment assurances, this form of saving has probably 
increased. Furthermore, it is most likely that 
saving through amortization payments has grown 
as a result of the tighter credit policy. It is not 
only the increased interest costs which have 
worked in this direction, but probably also the 
efforts on the part of the banks to reduce their 


advances, something which i.a. can be seen from 


the fact that borrowers have been requested to in- 
crease the payments on their credits. 


Deposits of Banks and Rural Credit Societies. 


(Mill. Kr.) 
Nov. 54 Dec. 54 June55 Nov.55 
Commercial banks. . . . 12852 12727 12325 12531 
Larger savings banks. . . 7056 7016 7368 7504 
Postal savings bank . . . 2948 3022 3067 3057 
Rural Credit Societies . . 713 709 755 79° 


The deposit trend in savings banks and the 
Postal Savings Bank can, however, not be said to 
reflect any considerable increase in saving. The 
deposits in these institutions have increased some- 
what slower during 1955 than during 1954. Nor is 
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it possible to see any trend towards larger in- 
creases in deposits during the later months of the 
year. This would i.a. seem to imply that premium 
saving (i.e. with a special Government premium) 
which at the end of November could be estimated 
at about Kr. 300 million, has to a large extent 
been effected through tranfers from deposits al- 
ready existing or is saving which in any case 
would have been effected. There is, however, 
reason to believe that large amounts have been 
withdrawn from the deposit accounts with the 
savings institutions and that they in this way have 
neutralized a possible increase in personal savings. 
The savings bank statistics also indicate an in- 
creased turnover in respect of deposit balances. 
Among the categories, which may be imagined 
to have reduced their bank balances, can be men- 
tioned the local governments, the liquidity of 
which deteriorated somewhat last year, and the 
small manufacturers and traders, who have been 
forced by the credit restrictions to reduce their 
own savings in order to keep their operations 
going. 

The deposit business of the commercial banks 
is affected by several different factors and is 
therefore difficult to analyse. During the months 
of January—November deposits fell by Kr. 196 
million. The decline in deposits is partly a conse- 
quence of the decrease in advances (of fully Kr. 
450 million) occurring at the same time, partly a 
consequence of the tightening of liquidity in the 
market brought about during the year through 
the transactions of the Riksbank and the National 
Debt Office. Up to the end of November the 
liquid assets of the banks dropped by slightly 
more than Kr. 500 million. The decrease, how- 
ever, occurred entirely during the first half of 
the year, while during the months of July—No- 
vember the liquid funds increased by more than 
Kr. 325 million. The trend of commercial bank 
deposits also points to great changes between 
various categories of depositors; personal savings 
have probably increased. Even though total de- 
posits of the commercial banks have fallen during 
the year, they have not fallen to the extent that 
could be expected from the trend of liquidity in 
the market and the change in the advances of the 

_ banks. 
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Position of the Commercial Banks. 


1954 1955 
Assets (in mill. Kr.) Nov. Dec. June Sept. Oct. Nov. 
Cash ca. 390 ©6647 Site sOSme aslo 575 
Treasury bills 1187 882 404 595 84% 843 
Swedish bonds. 2134 2167 2276 2324 2439 2423 
Advances II 159 II 092 II 070 10951 10592 10634 
Banks abroad. . S12) sar 277 337 340 384 


Sundry accounts 780 906 844 885 803 839 
Total 15 962 16025 15 382 15597 15 734 15 608 


Liabilities 
(in mill. Kr.) 
Deposits. . . . 12852 12727 12326 12571 12723 12531 
Banks abroad . 282) 302; W277. 62530) 272ee e282 
Share capital and 

reserve funds. 1154 1154 1165 1165 1165 1155 
Sundry accounts 1674 1842 1614 1608 1720 1720 


Total 15 962 16025 15 382 15597 15734 15 698 


The Bond Market 


The Swedish bond market does no longer look 
like what it used to — a market where not only the 
capital requirements of the state and the mortgage 
institutions were satisfied, but where also in- 
dustries, power companies and. local governments 
could raise long-term credits. Permits issued by 
the Riksbank are required for the issuance of 
bond loans and such permits have been granted 
most sparingly. The measures of restraint applied 
by the Riksbank to that particular field will have 
been dictated by misgivings about the financing 
of housing. A consequence of this has, however, 
been that the capital needs of the borrowers left 
out in the cold have instead had to be supplied in 
other ways; for the local governments through 
long-term loans from the insurance companies 
and for industry, besides through such loans, also 
through new issues in the share market. Thus, 
industry has not been permitted to float any bond 
loans during the last two years. It is obvious that 
these conditions have been of a nature to create 
further uncertainty as to the actual situation of 
supply and demand in the capital market. Since 
the increase in interest rates in April the prices 
of old loans have been practically at par and the 
turnover chiefly restricted to transactions in con- 
nection with amortization of old loans. 

The greater portion of borrowing through the 
issuance of bond loans during 1955 was made on 
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behalf of the Government. All the year’s issues 
totalled Kr. 1,460 million and of them Kr. 1,036 
million were Government loans, while the re- 
maining three-tenths were made by the mortgage 
institutions. Since our previous survey no new 
loans have, however, been issued. 


The Stock Market 


During the past year the Swedish stock market 
has developed in close conformity with the changes 
in the domestic economic policy. The rising trend 
in prices, which characterized the whole of 1954, 
continued during last year’s first months when the 
great expectations in respect of the trading results 
of the companies on the whole came to be fulfilled. 
The tighter economic policy introduced through 
the rise in interest rates on 19th April brought 
about an immediate fall in prices, primarily 
through the fact that the inflationary optimism 
was cooled down but, of course, also through the 
fact that the restraint on credit made borrowing 
against shares more difficult and in many cases 
gave rise to sales. The weakening of the price 
level also came to be accentuated through the 
demands for capital made on the market by Ex- 
change-listed companies through quite a number 
of new issues. In addition to certain reductions 
in prices these new issues have also in many cases 
led to offers of other securities in order to make 
the new subscription possible for the shareholder. 

From the middle of last year, however, there 
was another rise in prices, which was not inter- 
rupted until during the last quarter when the 
effects of the business-restraining measures be- 
came more clearly perceptible. Thus, in the 
middle of December the level of prices for the 
shares of the home market industry was 10.4 per 
cent. and of the remaining industry 8.0 per cent. 
lower than that of April. The fall in prices dur- 
ing recent months has thus brought about that the 
market rates in the middle of December could be 
estimated to correspond to a yield — subject to 
unchanged dividends — of 5.2 per cent. for five 
engineering industry shares as against 4.4 per 
cent. before the rise in interest rates last April. 


However, other listed securities do not offer this 
high rate of yield. Thus, for five wood-processing 
companies the rate of yield was 3.7 per cent. in 
December as against 2.8 per cent. in April and 
for four commercial banks 4.6 per cent. as against 
4.2 per cent. previously. 
1953 1954 
15/12 15/9 15/10 15/11 15/12 
5 wood-processing companies 3.0 3.0 3.2 37.03% 
2 wood and iron industries 3.0 3.0 3.0 3.8 4.0 
5 exporting engineering com- 
pantes=.s. Lerner: fete Re Ae Set 5. yee 
4 leading banks ...... 3.9" 453°" 4-3 44 4.6 


Since the preceding review the following issues 
of shares have been resolved: 


Bonus issues: 
Kraft AB Gullsping- 


Munkfors ..... I new for 3 old shares Kr. 6.0 mill. 
De Foren. Kolsyrefabri- 
kernas ABT. <tr 1 > 12" > > 0.5 > 
AB Svenska Kullager- 
fabrikeni cyan euiees a fe Pee » » 78.0 
Wirsbo Bruks AB ..1 » » 5 >» » » 09 
New issues: 
Kraft AB Gullspang- 
Munkfors:3 005 as I new for 3 old shares of » 6.0 > 
Kr. 1.200 
Wirsbo Bruks AB . . 2 new for 5 old shares of » 1.8 » 
Ky. 100 
See Fabriks AB . . . I new for1ooldsharesof » 0.6 >? 
Kare © 200 
Elektriska Svetsnings AB 1 new for 2 old shares of » 5.0 > 
Kr, 100 
Stora Kopparbergs Bergs- 
lage AB ay. ane 1 new for 4 old shares of » 30.0 > 


Kr. 200 a 


A characteristic fact of the extent of the issue — 
activities is that 38 out of the 93 companies in- 
troduced on the Stock Exchange at the beginning 
of last year have increased or decided to increase — 
their capital through bonus and new issues. In 
this way the introduced capital is increased from 
Kr. 3,821 million at the beginning of 1955 by Kr. 
480 million in the form of bonus issues and Kr. — 
235 million through new issues or by 19 per cent. 
in all. In addition, 4 new securities with a capital — 
at present totalling Kr. 35 million have been listed 
on the Exchange in the course of last year. 


1 The old shares of Kr. 500.— to be exchanged for 5 new 
ones of Kr, 100.—, which then participate in the new issue. 
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Some Statistical Data on Sweden's Economic Position. 


I. THE RIKSBANK. (Amounts in million kr.) 


Gold and Foreign Exchange Reserves Sight Deposits 
TT —<<—<—<-| 1) | Bonds and Noreen aaa 
4 Treasury Advances . : Thereof 
pad of | Gola? Eoesn. | otal Bills CireMRADS Ha Tota 
Exchange Stat Comm. 
5 Banks 
| 1938 707 25° 1 457 106 50 1061 849 418 428 
1950 | = 465 688 1153 3 443 209 3513 867 511 312 
1951 785 1 504 2 379 2 821 247 4 090 a 8 fe) 528 522 
1952 954 1350 2 304 3 240 321 4577 1029 449 558 
1953 1130 I 491 2621 2 786 357 4835 545 303 180 
1954 1 370 1 104 2 474 3 267 99 5 087 441 289 150 
4954 | 1955 | 1954 | 1955 | 1954 | T955 | 1954) 1955 | 1954 | 1055 | 1954| 1955 | 1954| 1955 | 1954 | 1955 | 1954 | 1955 


Jan. | 1 129] 1370} 1510] 1039] 2639| 2 409| 2 284|2997| 291 | 30 | 4630) 4855] 282 | 265 | 177 | 123 | 103 | 137 
Feb. | 1128/1370] 1418] 973) 2546) 2 343 | 2342/2953] 407 | 59 | 4584) 4793] 388 | 247 | 357 | 144] 29 | 101 
Mar. | 1128/1370] 1328] 923] 2456/2 293/2299|2777| 384 | 203 | 4 459] 4756] 330 | 224 | 309 | 129] 19] 93 
April | 1129] 1335] 1356] 859) 2485 | 2 194} 2 331 | 2939 471 | 252 | 4.575] 4857) 354 | 205 | 321 | 100] 30] or 
May | 1130/1301} 1366] 848) 2496/2 209 | 2 300| 2 783| 525 | 327 | 4433] 4 792| 538 | 207 | 514 | 105 | 21 | 99 
[June | 1132/1365] 1356] 915] 2488] 2 280] 2 405 | 2 859] 433 | 442 | 4593/4924] 416 | 330 | 370 | 183] 38 | 142 
| July | 1131] 1 365] 1330] 1 001} 2 461] 2 366} 2530/3006) 56} 42 | 4463/4735] 221 | 333 | 100 | 94 | 119 | 237 
Aug. | 1131]1 365] 1357|1046| 2 488|2411|2572|2866| 46 8 | 4 523] 4775] 228 | 327 | 150 | 10 75 | 126 
Sept. | 1131] 1365] 1 438] 1087] 2569| 2452] 2477| 2 839 4] 159 | 4615] 4 861] 182 | 193 | 149] 97] 24] 89 
Oct. | 1159] 1395] 1416) 1096] 2575|2491|2642;3210] 44] 29 |4730)4924] 190 | 391 | to5 | 106] 72 | 291 
Nov. | 1274]1 436} 1273|1097| 2547|2 433 |2699|3 282] 72 | 81 | 4739] 5029] 242 | 294 | 213 | 142 | 25 | 148 
Dec, | 1370|1 426] 1 104] 1004! 2474) 2 430] 3 267| 4023] 99] 25 | 5087] 5 319] 441 | 747 | 289 | 321 150 | 418 


* Market value. — ? Net claims on foreign countries. 


Il. COMMERCIAL BANKS. (Amounts in million kr.) 


Advances Deposits 
2 és Net Claims 

At the Swedish r 

Cash on Foreign Overdrafts 
End o Bonds? Cig. Bills Loans and Other | Total Total Se co 

Advances 

1938 601 Igo 95 1 163 2705 470 4338 260 1 152 
1950 681 1 107 —392 2211 5 537 I 492 9 240 930 2151 
1951 936 1 849 —492 2 694 5 801 1 680 10175 10 513 2 626 
1952 999 1716 —131 2 506 5 O74 1 668 9 848 He 2618 
1953 646 3 345 95 2 568 5 1798 9932 11839 2 591 
1954 647 3,049 126 2903 5 833 2 356 11 992 12727 2519 


TOSS 1954| 1955 1954 | 1955 | 1954 


Jan. | 407 | 5 3 664 3252 206] 220 | 2 556] 2914] 5 564] 5 797| 185112451 | QQ71ILI 164] 12 086]13 029] 2 411 | 2 297 

| Feb. | 315 | 488 | 379¢]3280] 97] 279 | 2575] 2.932] 5 O40] § 798] 1 918 | 2 497 | 10 133] 11 227| 12 180]13 162] 2 329 | 2 267 

| Mar. | 370 | 480 | 3523/2988} 10) 189 | 2 700] 3011] 5 685] 5 855) 2.078 | 2 521 | 10 463/11 387] 12 268]12 845] 2 319 | 2c89 

April | 382 | 485 | 3588}2918]/— 47] 87 2 773 3 078! 5 657] 5 827] 2079 | z 569 | 10 509|11 474] 12 258]12645] 2 398) 2255 
2 


| | Ma II 26341— 1 ) 49| 3 066] 5 682] § 773] 2 121 | 2 632 | 10 652]11 469] 12 123]12 323] 2 281 | 2084 
Trane ae ee oe Pr Hie Be 80 2 817] 2 986] 5 762] § 487] 2 163 | 2 $97 | 10 742|11 070] 12 266)12 326] 2 469 | 2 220 


| Jul 6 | 617 | 3 382] 271 19] 119 | 2 842] 2 927] 5 758] 5 435| 2 170| 2 503 | 10770]10 865] 12 614/12 562] 2 368 | 2 194 
Bs, ves Ag 3 at pe 6 Te ae 2 893] 5 775] 5 448] 2 168 | 2 548 10731 10 889] 12 808}12 715] z 365 | 2 227 
| |Sept. | 396 | 505 |3591)2919) 122] 159 | 2827] 2875] 5 830] 5 440] 2 284 | 2 616] 10 940]10 951] 12 985]12 $71] 2 347] 2 144 
| Oct. I I 328 8) 157 | 2 831] 2 767) 5 861) 5 380] 2 315 | 2 445 | 11 CO7|I10 $92] 13 116)12 723] 2 399 | 2 263 
| Nov. i” bee Aes anes e 186 | 2 866] 2 772 2 a4 5 345] 2 409 | 2517] 11 159]10634] 12 852/12 531| 2 326] 2 117 

‘ 2 444 | 11 092} 10 530} 12 727|11 609) 2 519| 2 422 


7 | 958 | 3049}2958| 126] 169 | 2903] 2 731] 5 833] 5 355] 2 356 
I ee ee Eee 


Ill. OTHER CREDIT INSTITUTIONS. STOCK EXCHANGE 


; Deposits 
Savings Banks at the 

Year Post Office 

or Savings 
Month] Deposits! | Advances* Bank? 

Million kr. | Million kr. Million kr. 
1938 3 685 3.069 606 
1950 7 436 994 2100 
1951 7 032 7 341 2 270 
1952 8 458 934 2 576 
1953 9 081 562 2780 
1954 9 699 Q 224 2.950 
1954 \ 1955 | 1954 | 1955 | 1954 | 1955 | 1954 

Jan. 2 876| 3.065 
Feb. : . : - | 2892] 3.085 
Mar. |9 565 |10199| 8 780] 9545 | 2 893| 3.092 
April : : : - | 2888] 3.080 

a : ‘ ; > | 2875) 3074 
June |9569|10177| 8937] 9537| 2877) 3.067 
July . : . - | 2898] 3.083 
Aug. : . . > | 2917] 3099 
Sept. | 9 685 |10294] 9075 | 9629} 2924] 3.095 
Oct. : . 2944} 3 105 
Nov , . 2948} 3 108 
Dec. |9 699 9 224 2950| 3118 


1 At the end of each year or month, — 
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Turnover of | Yields on Bonds? 


the Postal 
Cheque 
Service Govt. | Industrial 
Loans Loans 
Million kr. % % 
24 986 2,32 2,92 
167 415 3,16 3,10 
203 009 3,27 3,40 
240 9OO 3,31 3,62 
256 280 3,30 3,72 
279 958 3539 3,70 


—EE 


26 672 
15 609 
30 336 
17 658 
31 189 
18 610 
28 952 
14.997 
27 334 
18 461 
28 268 
21 872 


28 756} 3,23] 3,36] 3,60] 3,8 
17 449] 3,22] 3,39] 3,59] 3,94 
30 825] 3,22] 3,40] 3,58] 4,03 
19 520} 3,22] 3,48] 3,61| 4,16 
32 640} 3,22) 3,94] 3,61] 5.42 
21 113] 3,22] 3,94| 3,65] 5,28 


32 221| 3,22] 3,96] 3,62)5,30 
17 716] 3,23] 3,88] 3,63/4,68 
29 462 3,23] 3,85] 357014564 
21 093] 3,65] 3,80] 4,14] 4,60 
32 473] 3,48) 3,79] 3:85] 4595 


2 Calculated on market prices at middle of months. The yearly figures represent 


averages of the monthly figures. — * Averages per Stock Exchange business day. — 


IV. OTHER STATISTICAL DATA. 


Foreign Trad 


eS a Wholesale Price Index | 
en os 
Production Foye (1935 = 100) Sek 
Export (+) Index Trade rae 
or Import | 1935=100] Uni Import | Export All a 
(—) Surplus 935 aa Goods Goods Ganda 1949 = 100} : 
Million kr, : 


123 
I 

206 
202 


203 
211 


i | 


Year National 
or Debt! 
Month Imports Exports 
Million kr. | Million kr.| Million kr, 
1938 2 566 2 082 1 843 
1950 12 464 6 102 5 707 
1951 12 823 eee 225, 
1952 12710 947 134 
1953 13 852 8 161 7 657 
1954 15 059 9 192 8216 
195 | T955 1954| 1955 19544 T95S 
Jan. | 13810] 15 287] 700 | 844 | 585} 707 
Feb. |14055|15 492] 641 | 842 a 655 
Mar. | 13 704]14815| 804 | 926 584 
April | 14.055} 15 168] 761 | 892 | 612 662 
May | 13629] 14 525] 777 | 835 | 782| 744 
June | 13587] 14524] 712 | 810 | 734] 774 
uly |14040|14 726] 735 | 727 | 742] 75° 
re 14 158| 14 850] 719 | 808 | 627] 776 
Sept. | 14 100] 14 772 | 874 | 716} 776 
Oct. | 14655] 15 349] 816 | 877 | 772) 857 
Nov Leas = 338 844 | 992 | 748] 8 
Dec. | 15059] 16081} 910 812 


1 At the end of each year or month. 


a | 


3540 3:79] 3,77] 478] 353 


r954{ T955 r9s4\ro5s 1954\1955 r954\1955 r9s4\1055 1954) TOSS \ 


Turnover at the 


Stockholm Stock Share index® * 


Exchange® 
Bonds Shares Home Other 
as eaites |etetar on Industries! Industries 

243 931 146 10 
35 793 158 167 
64 787 172 230 
298 583 152 217 | 
294 33° 146 213 | 
292 34 180 267 1 


—_—_—$—$—$— |__| 


821 
815] 760) 
892 |1015 


177 | 836 
balers 


23. ae 
198 | 824 
209 | 739 


28) 


4 Nom. value Jan. 1953 = 100. 


SKANDINAVISKA BANKEN 
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Statement of Condition November 30%, 1955 


ASSETS 

Cash in hand and with the Riksbank . Kr. 146,634,000 
Bonds and Treasury Bills 900,575,000 
Loans and Discounts » 2,684,373,000 
Swedish Banks and Savings Banks 23,436,000 
Banks abroad 122,237,000 
Sundry Accounts sieve 81,609,000 
Shares 25,342,000 
33,460,000 

Kr. 4,017,666,000 


LIABILITIES 

Deposits Kr, 3,241,760,000 
Swedish Banks and Savings Banks . . . » 40,079,000 
Danks BDUOM ete wie sss. ey We 6 we » 95,372,000 
Sundry Accounts » 346,186,000 
mhare Capital. ois | Kr. 161,760,000 
Reserve Funds ... his «BEN Lae OU 
Undivided profits 21,034,000 » 294,269,000 

Kr. 4,017,666,000 


Pitea 


a 
© a Boliden @ 
Goteborg, Stockholm, Malmé 4 Skellefted 
(Principal Offices) = ellefted @ 
| @ Place with 10000 - go 000 inhabitants r 
fe ea & 
e °  « lessthanitoco00 » me 
In all 216 branches 4 
at 167 different places. ] 
| 
I 
I Harnésand @ 
| 
| 
| 
I : 
ve 
A 
t 
! Séderh 
. éderhamn @ 
N 
| 
q Givle @ 
| 
/ 
7 
5 ei 


oo oe. 


Karlsko i 
eg ‘3 Porte . os 
e oe ~ 1 O@ » 
ore 
; O8 Fine 
en Norrképing 
Falképing Es) a) 


Huskvarna e 31 Vastervik 
eine Be 


@ Halmstad Vaxjs @ 
. e axjo ry 


Kalmar 


@ nobereny 


